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REPORT OF COMMISSIONER OF THE COMBINES 
INVESTIGATION ACT 


Orrawa, March 14, 1939. 


Hon. Norman McL. Rogers, 
Minister of Labour, 
Ottawa. 


Sir,—I have the honour to submit to you the following report of an inves- 
tigation under the Combines Investigation Act into the organization and opera- 
tion of certain combinations in connection with the manufacture and sale of 
corrugated and solid fibreboard shipping containers and related products in 
Canada. This investigation has been made pursuant to your letter of April 11, 
1938, with the view of determining whether a combine exists in connection with 
the manufacture and sale of corrugated paper boxes, fibreboard boxes, and 
related products, including paperboard and fibreboard used in the manufacture 
of these classes of shipping containers. . 

The investigation has consisted primarily of an examination of the agree- 
ments and operations of two organizations: Container Materials, Limited, whose 
members and associated companies represent all but one of the manufacturers 
of corrugated shipping containers in Canada; and Shipping Case Material 
Manufacturers Association, which comprises the four principal Canadian manu- 
facturers of the paperboard used in the production of these classes of shipping 
containers. Hearings were held in Toronto and Montreal, the two principal 
centres for the manufacture of corrugated boxes. Twenty-one witnesses were 
examined under oath and the taking of evidence occupied thirty days. At the 
conclusion of the inquiry argument by counsel representing the two trade asso- 
ciations under investigation and certain of the manufacturers, as well as by 
commission counsel, was heard in Ottawa. 


I should like to make acknowledgment here of the valuable services of 
Mr. J. C. McRuer, K.C., who acted as advisory counsel throughout the inquiry, 
and of Mr. J. L. McLennan, who conducted the examination of most of the 
witnesses. 

Since September, 1931, all the leading manufacturers of corrugated paper 
boxes have been either members of Container Materials, Limited, or associated 
with it under arrangements to fix prices and regulate conditions of sale. The 
following manufacturers, with the exception of Gair Company, Canada, Limited, 
were original shareholders in Container Materials, Limited:— | 


Canadian Wirebound Boxes. Limited...............-06. Toronto and Montreal 
Hinde and Dauch Paper Company of Canada, Limited..Toronto and Montreal 
The Corrugated Paper Box Company, Limited!........ Toronto 
Ailton sBrothersies limited ss t.y-.s5., estesiasits tee pee ae ¢ 18: Winnipeg 
Gair. Company, Canadz.. Pinmitted....: ode + asctns Cheese. 4 Toronto 
Concord Shipping Cartons, Limited?............... Toronto 
Fibres Boxes J oimited? test rss thy eregee are tha a ete eles Toronto 
Firstbrook) Boxes, o.Limited2 22.5: 2298220... Lap asia Toronto 
Corrugating and Container Company, Limited?..... Hamilton 
London Shipping Containers, Limited2............ London ere 
Canadian (ontamers, (imited@i9. sae ven. fae osc < Windsor 
Shipping Containers, Bimitedsrs. Su A> steerer e otras sles Montreal 
Standard |Paper Box, Bbiniwtedviwgi 4. oa ees tee iG: Montreal 


1 Hilton Brothers, Limited, Winnipeg, is not listed as shareholder; it is a wholly owned 
subsidiary of The Corrugated Paper Box Company, Limited, and is bound by the latter com- 
pany’s agreements with Container Materials, Limited. 

2 Absorbed by Gair Company, Canada, Limited, in 1936. 
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Martin-Hewitt Containers, Limited.......-. ssoneeaven Peterborough 
Hygrade Corrugated Products, Limited................ London 
Kitchener Paper Box Company?.........-ssescesessuses Kitchener 
Martin Paper Products, Limited... 0. +seesem seve en os Winnipeg 
Canadian! Boxes; Limited 6. chet tee 5 Sse ieee Vancouver 


The present membership includes all the companies in the above list with 
the exception of the Kitchener Paper Box Company and the firms absorbed by 
Gair Company, Canada, Limited. 

The following two companies did not actually become shareholders of 
Container Materials, Limited, but made deposits to guarantee observance of 
its regulations, and became members in all respects save that of the quota 
arrangement :— 

Maritime. Paper Products, Limited... +. ..2.4.094> meager eee Halifax 
Wilson Box and Lumber Company, Limited?................ Fairville, NB. 

The following companies have entered into agreements to observe the prices 

fixed by Container Materials, Limited:— 


Dominion Corrugated Paper Company, Limited ...............%. Toronto 
O.-and'S, Corrugated Products: Company « : 1.2% .ape mae eee Toronto 
G. W. Hendershot Corrugated Paper Company, Limited......... Hamilton 
Kraft Containers, “Limited . 2 i... .i+ ce. sis eine ee ee Hamilton 
Superior. Box Company, Linnted.<....23520.geee eee ee Kitchener 


Each of the companies in this third group has other connections with Container 
Materials, Limited, which are described in Sections VI and VII of this report. 

Shipping Case Material Manufacturers Association has operated since Janu- 
ary, 1935, to regulate prices, conditions of sale and standards of quality of 
paperboard used for shipping containers. The four manufacturers now comprising 
this association are:— 


Bathurst Power and Paper Company, Limited..................-- Montreal 
Brompton Pulp ‘and ‘Paper Conipany, aimited../. . eee eee eee Montreal 
Gair Company ,. Canada; Limited?) 24). ccd kenls eke ee Toronto 
Hinde and Dauch Paper Company of Canada, Limited............ Toronto 


The operations of these two associations, Container Materials, Limited, and 
Shipping Case Material Manufacturers Association, have resulted in the develop- 
ment of comprehensive systems of rules and restrictions under which almost 
the entire production of the respective industries is marketed. The primary 
purpose of the development of these measures of private control has been to 
eliminate price competition on the part of member companies and associated 
manufacturers. , 


Enforcement of these regulations has involved constant check and review 
of the records and transactions of the member companies and affiliated manu- 
facturers by auditors acting for the management of the associations. Sub- 
stantial financial deposits, which have been increased during the period of opera- 
tion, were made by member companies to guarantee observance of the agree- 
ments. Penalties are imposed by the association management for any infractions 
of the price regulations. The maintenance of fixed prices has led to the regulation 
of standards of quality of both shipping containers and paperboard and to the 
establishment of control over other features of manufacturing and trading 
practices of the individual companies. An essential feature of the activities of 
Container Materials, Limited, has been the operation of a quota system by 
which member companies were compensated if they failed to reach allotted sales 
quotas and penalized if they exceeded these quotas. Close attention has been 
given by this association to the elimination of outside competition by inducing 
new manufacturers to adhere to the price agreements and, in certain instances, 
by the purchase of competing plants and the subsidizing of potential competitors. 

1 Plant taken over by Superior Box Company, Limited, in 1932. 


“Name changed in March, 1938, to Wilson Boxes, Limited. 


3 93 y . C rear . ° . 
In 1936 Gair Company, Canada, Limited, absorbed Dominion Boxboards, Limited, which 
was an original member of the association. 


I. THE PAPERBOARD SHIPPING CONTAINER INDUSTRY 


The main products of the paper box industry may be divided into three 
groups (a) folding boxes, (b) set-up or stiff boxes, and (c) corrugated and solid 
fibreboard boxes or shipping cases. Folding and set-up boxes are used chiefly 
for package goods ready for sale, while corrugated and solid fibreboard boxes, 
hereinafter referred to as shipping containers, are used almost exclusively for 
shipping purposes either in domestic or export trade. While manufacturers 
tend to specialize in the production of either folding and set-up boxes or shipping 
containers, a number of the larger firms engage in all lines of production, includ- 
ing, in some cases, the manufacture of the paperboard. 


The shipping container industry, which with the related branch of the 
paperboard industry igs the subject of this inquiry, includes the manufacture of 
several other paperboard products in addition to shipping cases. The use of 
corrugated and solid fibreboard shipping containers has increased substantially 
in the past two decades with advances in transportation facilities and the 
increasing use of ready-packaged and branded merchandise. The corrugated 
paper box is now the most important single type of shipping container in use in 
Canada. On the basis of value of production it outranks wooden boxes and 
crates, wooden barrels and other forms of shipping cases. Because of its 
relative cheapness and adaptability the corrugated paper box seems likely to 
maintain its leading position in the container field. These advantages have led 
to its being substituted, with respect to an increasing number of products, for 
wooden containers, which are now used largely for heavier and bulkier ship- 
ments. Corrugated and solid fibre containers are being used also for a variety 
of shipping and display purposes for which other types of containers had never 
been used. The advantages claimed for corrugated and solid fibre containers 
are generally those of relative cheapness, lightness in weight, adaptability to 
automatic filling and sealing, protection afforded through resiliency of material, 
reduced space required for storage and ease of assembly and labelling. They 
are supplied to the user in bundles of scored cartons which are ready for use 
when opened. When the cartons are packed the flaps are glued or stitched. The 
printing of these shipping containers is combined with other processes in their 
manufacture and consequently requires no separate operation. 


The manufacture of paperboard shipping containers commenced in Canada 
shortly after the beginning of the century, but the demand remained relatively 
small until toward the close of the world war. They were not accepted under 
the freight classification of American railways until 1914. According to the 
recollection of witnesses appearing in the present inquiry there were four or 
five firms manufacturing containers of this type in Canada prior to the war. 
Among these were the Hinde and Dauch Paper Company of Canada, Limited, 
which had commenced operations about 1910, and the Martin Corrugated Paper 
and Box Company, Limited, which was formed about 1903, both, located in 
Toronto. The Thompson and Norris Company of Canada, Limited, in Niagara 
Falls and the Standard Paper Box Company in Montreal were also producing 
shipping containers in this period. The number of firms increased only slightly 
during the war period; by 1919 there were seven manufacturers, one with a branch 
plant, and by 1925 the number had increased to nine. The following five years 
witnessed a rapid increase in the number of manufacturers and in the capacity 
of the industry, so that by 1930 there were nineteen plants producing corrugated 
and solid fibre containers. The extent to which the demand for shipping con- 
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tainers had grown in the same period cannot be accurately determined owing to 
the lack of statistics relating to volume of output. The available records suggest 
that between 1926 and 1929 output rose between 80 and 100 per cent. The value 
of corrugated boxes produced in the same period increased from $3,275,000 to 
$5,205,000. 

The onset of the business depression in the latter part of 1929 found the 
industry expanded to meet the requirements of a growing market for paper- 
board containers. The contraction in general business in 1930 was accompanied 
by a decline in their production. In 1931, however, in spite of a further con- 
traction in general business operations, the production of shipping containers 
appears to have increased over the 1930 level. By 1933 the volume of output 
exceeded that of 1929 and increased production has been reported in succeeding 
years. In 1937 the output of corrugated and fibre boxes was probably double 
that of 1929; the value of production of corrugated boxes alone was $10,002,533 
compared with $5,205,556 in 1929. Although six new producers entered the 
field between 1930 and 1937 the number of individual companies declined, owing 
chiefly to the absorption of six firms by Gair Company, Canada, Limited, in 
1936. } 

The production of all companies reporting to the Dominion Bureau of 
Statistics is shown in the following table for the period 1930 to 1937, together 
with sales reported to Container Materials, Limited, commencing with the 
year 1932. 


TABLE 1—PRODUCTION OF CORRUGATED AND SOLID FIBREBOARD BOXES AND 
SALES OF CONTAINER MATERIALS, LIMITED, 1930-1937 


Sales 

Production reported to Container 

Materials, Limited, by 

(Dominion Bureau of Statistics) Quota and Non-Quota 

Year ‘ompanies 
: Total Non-Quota 
Corrugated | Fibreboard ee Quota ; 
Boxes Boxes Ce 4 Companies ae 
$ $ $ $ $ 
pS UM de ed ed MR Re te a Rede 4,624, 339 811,834 ae 233.0 Ppl Wi ay Weare de letemils We Diab Lee atl 9 hs 
De a wk Ste Ad REELS otd et Ra 4,795,173 634, 980 OS4S0 ISB fae zou eee DEAT ES te 
ee EE 2). evan oes uil au ciskaieeten 4,815,776 696, 497 Psy PAOA I VAS Meee were is he 
Mee NG ao Ue PARE ia tok leis aie foe ee 5,161,280 508,097 | 5,669, 977.1 10,500, 00S 1). tot eee 
LOSS a Ok ed Se AR aE oe NOON ls EE 6,810,043 749, 027 7,559,070 6, 564, 688 

es Cee aes A Te oats a A ek 7,491,683 762,571 82254 Oba sy 0, 209 O84 ee eee 
Ba RTOs Owns merch aid «lc Mek hte ee 8,981,426 822,501 9,803, 927 S5050,/S64 11) eee. 
pS ern eo ae ect 10, 002, 533 890,978 | 10,893,511 9,110,156 | 1, 766, 203 (2) 


__ @) The non-quota companies in 1937 included Wilson Box and Lumber Company, Limited, Fair- 
ville, N.B.; Maritime Paper Products, Limited, Halifax; Superior Box Company, Limited, Kitchener; 
O. and 8. Corrugated Paper Company, Toronto; G. W. Hendershot Corrugated Paper Company, Limited, 
Hamilton; and Kraft Containers, Limited, Hamilton. 

(?) Information on total sales of all associated companies was not obtained for the years prior to 1937. 


II. TRADE COMBINATIONS IN THE INDUSTRY PRIOR TO 1931 


In the immediate post-war period the small number of firms manufactur- 
ing paperboard shipping containers found the demand for their products steadily 
advancing. In the early twenties, according to the statement of more than one 
witness, the majority of manufacturers agreed upon a common method of figur- 
ing prices which tended to produce substantial uniformity. When in 1925 a new 
firm began producing, active price competition developed but prices were soon » 
stabilized at a lower level than had previously prevailed. The number of manu- 
facturers increased substantially between 1927 and 1929 and some of these began 
to offer containers at prices lower than those based on the agreed method of 
figuring. No general changes in prices were made by the older firms until 
October, 1929. In the United States, where the shipping container industry 
was likewise growing rapidly, there was a substantial reduction in prices in 
1928 and again in 1929. Prices of jute liner board and corrugating strawboard, 
the principal paper products used in the manufacture of these containers at 
that time, were also reduced in the United States in 1928. 


The evidences of price competition which became apparent among Cana- 
dian manufacturers with the entrance of the new box plants in the late 
twenties disappeared with the formation in 1929 of an organization known as 
the Canadian Corrugated and Fibre Box Manufacturers Association under the 
secretarial guidance of Messrs. Hardy & Badden, a Toronto firm of trade 
association executives which now performs similar functions for the successor 
association, Container Materials, Limited. The records of. the Canadian Cor- 
rugated and Fibre Box Manufacturers Association have not been available and 
only meagre details of its operations have been secured through the examina- 
tion of persons who participated in its activities. One witness stated that in 
1929 practically all manufacturers signed an agreement under which they under- 
took to establish their prices on a uniform basis, with agreed discounts from 
the list prices. This agreement was made in October, 1929, at the onset of the 
severe business depression, and under it prices were fixed at the level occasioned 
by the competition of the new firms, which was from five to fifteen per cent 
below the previously prevailing scale. United States prices of shipping con- 
tainers had fallen by this time at least twenty-five per cent below their 1927 
level. They declined further between 1930 and 1932. Prices of the jute liner 
in the United States declined in the latter part of 1929 and fell rapidly in the 
early part of 1930, with further declines until 1932. 


When the Canadian Corrugated and Fibre Box Manufacturers Association 
commenced operating in 1929 it included as members all firms manufacturing 
corrugated boxes in Eastern Canada and some located elsewhere. Building 
Products, Limited, which began to manufacture solid fibre boxes in Quebec in 
1929, was not a full member of the association but did maintain a deposit with 
the secretary as a guarantee that it would conform to association regulations. 
In Western Canada, Martin Paper Products, Limited, which commenced opera- 
tions in Winnipeg in 1929, is not recorded as a member of the association, and 
its relations, if any, with the association have not been determined. Canadian 
Boxes, Limited, of Vancouver, became a member of the association. In addition 
to an agreement on prices a quota scheme was operated by the association. 
Members were allotted sales quotas representing certain percentages of the total 
sales of all companies. Those manufacturers who failed to reach their quotas 
were compensated by payments from those members who exceeded theirs. 
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The Canadian manufacturers, following the signing of the agreement, 
attempted to maintain prices in the face of lower business activity in Canada 
and the drastic decline in the prices of boxes and box materials in the United 
States. The Canadian situation was further affected by the actual or potential 
competition of new plants and the development of a new shipping case material 
in the form of kraft paperboard. 

The members of the Canadian Corrugated and Fibre Box Manufacturers 
Association held to the agreement of October, 1929, until the close of 1930. 
Various reasons have been given for the break-up of the association at that 
time and undoubtedly personal and inter-company differences contributed to 
the dissolution. It seems clear, however, that the determining factors were the 
economic developments which have just been mentioned. The actual break in 
the price agreement occurred in January, 1931, but prior to that time firms 
had been offering lower quotations in anticipation of the breakdown of the 
association. 

Once companies were no longer bound to respect the uniform price agree- 
ment, strong price competition ensued and was carried on until September, 
1931. During that summer efforts were made to revive the association and 
it appears that the firms with plants in Montreal succeeded in establishing a 
working arrangement in regard to prices in this territory prior to September. 

The opinion expressed by representatives of the industry was to the effect 
that the open competition of this period did not affect the relative standing of 
the various companies in regard to volume of sales and had no effect on the 
demand for shipping containers. This opinion is not supported by an examina- 
tion of the available data. It has already been pointed out, in the preceding 
section, that the information available indicates that while there was some 
reduction in output in 1930, the trend, contrary to the general movement in 
business, was reversed in 1931 and production increased in each of the succeed- 
ing years. 

Mr. F. C. Hayes, of Shipping Containers, Limited, Montreal, gave the 
following evidence in regard to the position of individual companies, including 
his own, as a result of competitive conditions during part of 1931:— 

“Q. Do you know whether or not your company increased its sales in relation 
to total sales during the period when prices were open?—A.I don’t think we 
increased our sales. In fact I don’t think anybody did. That was the idea every- 
body had at the time, that the increased sales that they would secure at a lower 
price would offset their overhead, but when the whole thing was over and the final 
figures were taken, I believe everybody was practically on the same basis they were 
when they went into it. ; 


“Q. On the basis of total sales, percentage of sales to total sales?—A. Yes, 
I am pretty sure that our position was practically identical.” (Evidence, p. 2027) 


Mr. Hayes is right in so far as his own company is concerned, as the sales 
of Shipping Containers, Limited, for reasons which will be discussed later, have 
tended to follow closely the trend for the industry as a whole. But other 
members of the association found their positions substantially altered in 1932. 
The following table shows the proportion that the 1932 sales of each company 
form of their sales in the 13-month period ending September 30, 1930. 
The proportions range from 37-01 per cent in the case of Concord Shipping 
Cartons, Limited, to 147-43 per cent in the case of Canadian Wirebound 
Boxes, Limited. The competitive conditions of 1931 were not alone responsible 
for these variations. Canadian Wirebound Boxes, Limited, which had been 
manufacturing corrugated boxes in Montreal, opened a similar plant in Toronto 
in this period in connection with its wirebound box operations. In the same 
period the Hinde and Dauch Paper Company of Canada, Limited, lost one 
large account to a new box plant but retained the business of supplying the 
board. Whatever the reasons it is clear that the positions of the various 
companies did not remain the same in relation to each other. 
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Table 2—SALES OF QUOTA COMPANIES FOR THE CALENDAR YEAR 1982 
SHOWN AS PERCENTAGES OF THEIR SALES FOR THE THIRTEEN 
MONTHS ENDED SEPTEMBER 30, 19301 


Percentage ° 

Concord: Shippime: Oartone i Lamreed oe eet ee esc oe 37°01 
Hinde and Dauch Paper Company of Canada, Limited............ 56°36 
The Corrugated Paper Box Company, Limited................... Diao 
Corrugating and Container Company, Limited................... 65°56 
Standards Paper" Box, WMarited, ee Ces acme memer Tourney as cele 66-07 
Shippme Containers: Limited teat. 20) ch ae ees i eee ti 69-72 
Fibre. Boxes himited sie aas ean ieel aac aeteteed elt Pepa ell a teks wr dah 72:64 
Canadian Boxes* Iimiitednet.ss: i tear: anit he o7 Elo aati hers ade 74°33 
Hirstbrodleoses im reenter. sore eras ele Letina er mein cca 77-10 
Canadian @Wentamers, Hiimited Wann « se dkeaetiad sumeute os Baletec cane. 83-28 
London ‘Shipping: Contaimersy limited. «of J... cen. jvasiigealG 84:14 
Hygrade Corrugated Products, (uimiied. jaca sh hat ae ees Acie ee 86-82 
Canadian Wirebound | Boxes, Lime 2042 n de on ae ie aa 147-73 

All quotacompanies ait hens COR, sunset cut aah ae 67-05 


When signs of possible disintegration of the price agreement had appeared 
in 1930, steps had been taken to form an incorporated company to provide “a 
more permanent basis of operation” for the combination. The functioning of 
the new organization was delayed after its incorporation on December 31, 1930, 
until agreement on prices could be reached ‘amongst the box manufacturers and a 
definite undertaking given by each firm in the form of signed contracts. In 
September, 1931, as soon as the manufacturers agreed to re-establish price 
control, the Canadian Corrugated and Fibre Box Manufacturers Association 
was revived and regulations were established under the name of this organization 
until the necessary contracts were completed with the new incorporated body, 
Container Materials, Limited. 

The re-establishment of price control in the fall of 1931 was described as 
follows in a letter dated October 3, 1931, by R. L. Stephenson, general manager 
of London Shipping Containers, Limited: 

“On the 22nd September, after many previous meetings, it was finally decided to 
stop the prevailing low prices which were existent all over the country by establishing a 
definite tariff on regular containers of 45 per cent Below List. Many other items were 
taken into the picture, and as a matter of fact the whole net result was simply to co- 


operate with the Montreal manufacturers, who had apparently been working together 
on the revised schedule for the past couple of months.” (Exhibit 277) 


At the meeting on September 22, 1931, the box manufacturers entered into the 
following agreement:— 

“The undersigned manufacturers hereby approve the form of agreement hereto 
annexed and agree and undertake one with the other to properly erent same when 
engrossed and they authorize Messrs. Hardy & Badden to add the appropriate figures 
and percentages, and they further agree that until the company mentioned in the said 
agreement is ready to and does function that they will maintain the prices adopted by 
the undersigned by resolution at meeting of this date, which shall be deemed to be a 
meeting of the present Association, and binding as such, and that Messrs. Hardy and 
Badden have full power to deal with deposits as Secretary of the present Association 
and to transfer same to the said company. 

“The only conditions to be fulfilled are namely, that satisfactory arrangements 
are made with Martin Paper Products, Limited, Winnipeg.” (Exhibit 2) 


The following companies signed the undertaking :— 


Hygrade Corrugated Products, Limited. 

Hinde and Dauch Paper Company of Canada, Limited. 
Canadian Containers, Limited. 

Firstbrook Boxes, Limited. 

The Corrugated Paper Box Company, Limited. 
Corrugating and Container Company, Limited. 
Kitchener Paper Box Company. 

Fibre Boxes, Limited. 

Canadian Wirebound Boxes, Limited. 


1 Ineluding only companies operating under quotas in both periods. 
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Martin-Hewitt Containers, Limited. 
Standard Paper Box, Limited. 
Shipping Containers, Limited. 
Concord Shipping Cartons, Limited. 
London Shipping Containers, Limited. 


Canadian Boxes, Limited, of Vancouver, which had been a member of the 
association, was not recorded as a signatory, but became a party to the agree- 
ments of the new organization. Martin-Hewitt Containers, Limited, Peter- 
borough, which was represented at the meeting, had commenced operations in 
1930, after the organization of the earlier association. 

On the same day a meeting of the Canadian Corrugated and Fibre Box 
Manufacturers Association was held at which steps were taken to implement 
the agreement outlined above. The following were among the resolutions 
approved at this meeting of the association :— 


“ Resolved: 

That all outstanding fines or violations be waived. 

Resolved: 

That all settlements be made in full up to December 31, 1930, with the exception 
of moneys due to Messrs. Hinde and Dauch Paper Company from the pool for the three 
months ending December 31, 1930. Messrs. Hinde & Dauch Paper Company to forfeit 
all credits due to them from the pool for the three months October, November, and 
December, 1930, and the net balance of this amount after paying all -others having 
credits in the same period is to be divided pro rata and returned to those contributing 
during the three months in question. All of the above is conditional upon the company 
agreement being completed and is to be considered a final and full settlement of all 
outstanding obligations in this Association. 

Resolved: . 7. ihe 

That members shall not have the privilege of meeting the prices, terms and con- 
ditions on any outstanding and unfilled orders, contracts and quotations. “ql 
Resolved: 

That any further outstanding orders, quotations and contracts not already registered 
must be filed with the Secretary not later than Thursday, September 24, 1931. 


Resolved: 

That effective forthwith schedule what is known as the Montreal schedule as 
submitted at this meeting with a discount basis of 45 per cent is adopted for the 
Provinces of Ontario and Quebec with the exception that the special discount to glass 
pape is cancelled and the 45 per cent discount will apply on their enquiries and 
orders. 


Resolved: 
That schedule of prices adopted at this time shall be for immediate delivery only. 


Resolved: ; 

That the deposit to be provided with the company agreement shall be on the 
basis of $500 for each 1 per cent holding, with a maximum of $10,000 and a minimum 
of $2,500.” (Exhibit 3, pp. 1 and 2) 


The effects of these resolutions were: (1) to settle all accounts arising out of 
the pool and penalty system of Canadian Corrugated and Fibre Box Manu- 
facturers Association; (2) to establish fixed prices for shipping containers 
throughout the provinces of Ontario and Quebec; and (3) to provide for the 
establishment of the scale of deposits as guarantee of the maintenance of prices 
and other matters as soon as the new form of organization was functioning. 

The box manufacturers who had entered into this agreement were informed 
on September 29, 1931, that the two Manitoba manufacturers had agreed on a 
scale of prices. Similar information was given on October 19 regarding the two 
manufacturers in the Maritime Provinces. 

The prices established at this time were arrived at by taking discounts off 
the earlier price lists. Steps were then taken to prepare new schedules of prices 
which would lessen the possibility of prices varying as between different manu- 
facturers. The following resolutions are recorded in the minutes of the Cana- 
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dian Corrugated and Fibre Box Manufacturers Association, which continued to 
operate until its successor was established:— 
“Toronto, November 20, 1931 
Resolved: 
That the following are named as a Cost Committee :— 
Mr. C. J. Munce. 
“ “FC, Hayes. 
“ L. F.. Winchell. 
“A. T. Whealy. 
ore TT! Warhine 
“ E. A. Woodward. 
This Committee to meet in Toronto on Monday and Tuesday, November 30 and 
December 1 and a general meeting of all manufacturers to be held in Toronto on Wed- 
nesday, December 2, 1981.” 


“Toronto, December 2, 1931. 


The Cost Committee appointed at the last meeting reported progress and it was 
decided that the Cost Committee would meet again on December 15 and 16 to be fol- 
lowed by a general meeting in Toronto on Thursday, December 17 at which time they 
expect to bring a complete and final report. 


Resolved: 

That all contracts or commitments providing for delivery after December 31, 1931, 
shall be tabled at the next meeting.” 
“Toronto, December 17, 1931. 


Resolved: 

That effective January 1, 1932, the attached price schedule is adopted for the 
Provinces of Ontario and Quebec to be supplemented by additional price lists to be 
figured out and mailed within the next few days. 


Resolved: 
That orders on the new price schedule may only be taken for delivery up to March 
31; 19825 (Exhibit 3, pp. 10, 14, 16) 


The position of the Canadian Corrugated and Fibre Box Manufacturers 
Association during the period when the agreements under Container Materials, 
Limited, were being secured is indicated by the evidence of H. J. Badden, presi- 
dent and secretary-treasurer of Container Materials, Limited: 

“Q. There do not seem to have been any meetings of the Company between Sep- 
tember 25, 1931, and the 22nd of December, 1931, so that apparently the business had not 
been definitely organized to be operated by the Company until about the 22nd of 


December?—A. Or after that. hax ; 
Q. And so it would be that the association continued to function until at least after 


this meeting on the 22nd of December?—A. Well, we called it an association but it was 
all abandoned. We simply used that as a name.” (Evidence, p. 62) 


In other words, Container Materials, Limited, was functioning in all but name 
as soon as the manufacturers reached the agreement of September 22, 1931, out- 
lined above. When contracts were formally recorded in 1932 the regulations 
previously established were continued without modification except in so far 
as it was thought necessary to make them more rigid. 


III PRESENT COMBINATION OF SHIPPING CONTAINER 
MANUFACTURERS 


Container Materials, Limited, the successor to the Canadian Corrugated 
and Fibre Box Manufacturers Association, is a Dominion company incorpor- 
ated under letters patent dated December 31, 1980, with head office in the 
offices of Hardy and Badden, Toronto. As the Canadian Corrugated and Fibre 
Box Manufacturers Association was functioning at the time the letters patent 
were issued, it is clear that the decision to establish a more rigid type of organi- 
zation was taken before the period of open competition, described in the pre- 
ceding section, had been entered. The adoption of the incorporated company 
instead of an unincorporated association was intended to give “a more per- 
manent basis of operation” according to the testimony of H. J. Badden (Evi- 
dence, p. 131). Instead of one joint. undertaking on the part of all the manu- 
facturers to maintain prices and other conditions of sale, a system was adopted 
of contracts between the incorporated association and each manufacturer sep- 
arately. Each manufacturer became a shareholder of Container Materials, 
Limited, and entered into agreement whereby the manufacturer placed his 
entire output of corrugated and solid fibreboard boxes and related products 
under the control of Container Materials, Limited, with respect to prices, con- 
ditions of sale and, to some extent, standards of manufacturing. “The combina- 
tion,’ as used throughout this report with reference to the present combina- 
tion of manufacturers of corrugated and fibre boxes, refers to the incorporated 
association, Container Materials, Limited. 

At a meeting of the directors of Container Materials, Limited, on December 
22, 1931, the officers of the company were authorized to issue shares to the 
various manufacturers. The minutes of this meeting record the following:— 

“The proper officers of the Company were thereupon authorized to issue certificates 


by way of surrender and transfer on instructions of shareholders surrendering certificates, 
or on a subscription as follows:— 


FediwBadden |... GUE ea See eee dah ese es 1 share 
Avid. (Hiatdy” lss.oudees hs dee bees Sees ta) cee eee 1 share 
Coneord Shipping: Cartons istdes cio Gemiats .iiter hte see 476 shares 
J. Leeson 2..5023000 ee eee eee eee 1 share 
Martin-Hewitt Containers olstday cages: ee aie lee 190 shares 
HerbertiMartim ic. Aad. ead one eae oe eee 1 share 
Kitehener: Paper Box Cow. 3. nie eee ee ae 141 shares 
ea VV GV RUICUBEING . ,. rece eae tr Ree eee 2 alte cre, lee 1 share 
Canadian’ Wirebound (Boxes stalin L gee cee. 2 784 shares 
AMES SDA. ud ice Le a a od ee A 1 share 
Eivsubrdoks Boxes blaimited 4 oty.ci ius Re rae cca 289 shares 
George. Wis NOW 2 .ocesuds cee k= ie ete ok 1 share 
Corrugating ang, ontainer, CG. .iigme a... eee nee 109 shares | 
i Bia Marriott ae! OiOlL’, SO eects, Godin 1 share 
Canadian (Boxes \Linited. (is. ) Oe coke ee 374 shares 
IV isch o VW BISID ieopot sce bees oar: cline eee ete ek ay a 1 share 
Hinde and .Dauch Paper Co. of Canadacbtd.........1.. 2,766 shares 
Tyee YY Mebell: Coe eek sc are mee Dee ee 1 share 
Shipping) @ontainers: [itd>.. Je eee eee ee 867 shares 
EOE Becca dos dsegeie. doco ae ee Bee ae 1 share 
whe, Cormugatod weaper (Dox Connie ash sae ee cee 1,127 shares . 
BAe SEL vo VW ELC eee tae ks cic, «te ae cota 1 share 
Tygrade. .Corrueated: Products) Litthessc: )s44) ee ee 867 shares 
CRS CG esi. aac 5s » Cee ee ee 1 share 
A etsy (cel oVap co'- ep Ma | ie ety Ga Oe LD eo oN oe ok Ge ey RC OU 765 shares 
WB MOT ene Jarah 2 16, «5. aie anne 1 share 
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London Shipping Containers ro NA ea ae scp Pace each ke 302 shares 
Due? Li. SRSO NON SRe ys meee a's kody tee ae rae wee me 1 share 
Canadian: Gomtarmers Itoi sae ao 4 sch eso rane waa ee oe 163 shares 
Gordoiy Hore: canes grt eo. Mee he Cie 1 share 
Standard © Apel OS eer. oo Le msonp hia acne Mn 398 shares 
IVE Cisanl? Pe er eg eer 7 Pn Ea ers ee ng eee 1 share 
Martin? Papers Products otdy a. .0 3, Os aae es. aes 366 shares 
J Mba tin” 22d. net «eee Os sere dee 4 boc ae eee 1 share ” 


(Exhibit 4, p. 59) 
The persons in the above list to whom single shares were issued were elected 
or confirmed as directors of the company at a meeting of shareholders on 
January 8, 1932. Each company was thus represented by one member on the 
board of directors. The officers of the company were as follows:— 


Presidents ih... . See tile out RiGe: Sa te Ge eala ne ies H. J. Badden 
Vice-Presidentiis .secpestins cit rile t ected <i) eae setae Ue ates. A. J. Hardy 
Secretary: Treasurer Wieis oy. cis. au. aide baton )o-oauda ae a hcwlt H. J. Badden 


The allocation of shares among the several companies was made on the 
basis of the percentage in the pool or quota which was allotted to each share- 
holder company. 

Completion of the agreements with the various manufacturers was reported 
at a meeting of directors on February 11, 1982:— 

“The Secretary then produced to the meeting various agreements dated Sept. Ist, 
1931, between the Company and various other companies as prepared by the Com- 
pany’s solicitor and executed by the party thereto other than the Company. 

On motion, duly seconded and unanimously carried, it was resolved that the 
Company do enter into the aforesaid agreements, that the proper officers of the 
Company be authorized to execute same forthwith on behalf of the Company and to 
affix thereto the Corporate Seal of the Company.” (Exhibit 4, p. 72) 


The Agreements referred to in this minute were those entered into with the 
sixteen manufacturing companies listed in the preceding paragraph. 

The nature of these agreements entered into by the sixteen box manufac- 
turers through the medium of Container Materials, Limited, in September, 1931, 
may now be considered. The basic undertakings consist of two forms of con- 
tract which will be referred to as the “ purchase agreement” and the “ agent 
agreement.” These forms of contract, made by each manufacturer with the 
incorporated association therein described as “the Company,” are shown in 
Annexes I and II of this report. 

The period of the purchase agreement is indicated as follows:— 


“1. This Agreement shall come into force as of the Ist day of September, 1931, 
and shall continue in force until the 3ist day of December, 1934, and unless terminated 
by written notice of intention to terminate to be given by either of the parties to the 
other party in writing deposited in His Majesty’s Post Office addressed to the other 
party, registered post prepaid, at least six months prior to the 3lst of December, 1934, 
shall continue in force and effect until the 3lst day of December, 1937.” (Exhibit 6) 


Hight of the seventeen paragraphs in the purchase agreement provide for the 
system of quotas and pool payments. Examination of these sections is made 
in the section of this report which deals with the quota system. 
Control over the sales of each member company is provided for in the - 
purchase agreement as follows:— 
“5. The Manufacturer agrees that during the currency of this Agreement it will 
not manufacture for or sell to any person, firm or corporation other than the Company, 


except as agent for the Company any corrugated and/or solid fibre board products for 
use or resale within the Dominion of Canada.” (Exhibit 6) 


An audit or examination of the records of each manufacturer is provided for 
in the following undertaking, in order that the management may determine if 
any breaches of the agreement have taken place:— 


“13. The Manufacturer agrees to give the officers of the Company or any agent 
or servant thereof free access at any time to their plant, books and records of every 
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kind, including stock sheets and inventories for the purpose of enabling the Company 
to satisfy itself that the conditions of this Agreement are being fulfilled by the Manu- 
facturer.” (Exhibit 6) 


The agreement then provides for the placing of deposits by each manu- 
facturer with Container Materials, Limited, to guarantee observance of the 
agreement and to provide a source from which penalties may be paid in the 
event of the manufacturer having been found to have broken the agreement 
in any way. Provisions for the deposit and for the method of determining 
penalties are as follows:— 

“14. The Manufacturer agrees forthwith to deposit with the Company the sum of 
dies te (which sum will be increased from time to time by reason of the Company 
holding moneys to the credit of the Manufacturer as provided in paragraph 4 of a 
certain agreement of even date herewith between the parties hereto) to guarantee the 
observance by the Manufacturer of the terms of this agreement. Should the Company 
claim that there has been a breach by the Manufacturer or the Manufacturer claim 
that there has been a breach by the Company of any of the terms of this agreement or 
should any other question or dispute arise between the parties with reference to any 
matter or thing arising out of or in connection with this agreement which shall not 
have been settled by the parties between themselves within ten days from the time 
when such question or dispute arose then except as provided in paragraph 12 hereof 
such claim or question or dispute shall be referred for determination to Messrs. Hardy 
and Badden, who acting as experts and not as arbitrators shall determine whether or 
not a breach has occurred and the damage suffered by either party in consequence 
thereof and decide any other question or dispute aforesaid and make such direction 
for the purpose of giving effect to such decision as they may consider appropriate. 
Such determination or decision shall be made within thirty days and shall be final and 
binding upon the parties and any such direction so made for the purpose of giving 
effect to such decision shall be obeyed by the parties. In the event that upon any 
such reference as aforesaid damages shall be awarded against the Manufacturer the 
amount thereof may be deducted from the security deposited by the Manufacturer 
and the Manufacturer shall forthwith deposit with the Company an amount equal to 
the amount so deducted. In the event of any such damages being awarded as aforesaid 
against the Company it shall pay the amount thereof to the Manufacturer within ten 
days from the date of such award being made. Particulars of any and all claims questions 
or disputes referred for determination as hereinbefore in this paragraph provided and 
the amount of damages (if any) awarded in respect of any breach of this agreement 
shall be placed before the Board of Directors of the Company at the first meeting 
following the date on which any such claim question or dispute was decided and 
or award made.” (Exhibit 6) 


The deposits provided for in the agreements with the respective manu- 
facturers varied in amount with the quota allotted to each member, with a 
minimum deposit of $2,500. The amounts to be deposited by the several manu- 
facturers were as follows:— 


Hinde and Dauch Paper Company of Canada, Limited.............. $10,000 
The: Corrueatedi Paper Box Gompany «lanmitedtunk wiasae sus. os beh 3 6,000 
Hysvademworrueated Products, bimited fo, Je. te tee ihe ee 4,500 
Siippmeneontaners (mite Mn wera tonne mei: cat t ar ces Cec fo oe es 4,500 
Cansminn. Wirebound boxes. limited. es cet mes coc f wh bake wei vee 4,000 
Companies later absorbed by Gair Company, Canada, Limited: 
PO SONOS Vd CATUIDEU ct hay sicauiein ot il meee aes Are Ae. cee ds 4,000 
Concord moaning k ArtOnn,, LalIN UOC a7 ers eine os sc a 54, 5 aw dbs tess x'ki0-s 2,500 
Gananian’ WOnuiliers 7 WOlLed ... feet tr ne he ee ees 2,500 
Corrugating and Container Company, Limited................. 2,500 
Mire orgo ks is0 nee. ATA Let as «ce cara eee ete ALT. tases drape 2,500 
London nipping, Containers, Limited... sc cece eo cou eucesi aes 2,500 
Canadian Boxes, Limited........ edn 0h lin Fhe tg el 2,500 
FOSCNGN Gr tae ros. ORIEN Yai tid nn inanae lilt oo erence cate clals siald as wihiv inven 2,500 
Marytin-Hewitt }Containérs,” Limited hata. Ws caeauwet has sci2ek 2,500 
Martine Pater. rogde 9, mired ts. beens Ataad See PN ed 82 Sinn bic o = 2,500 
PEMCGare Spere Os TAMIL. oo 545 pees hese as «eh ees cms 5ce 85 2,500 


Each manufacturer agreed to increase the amount of his deposit by con- 
tributing amounts equal to one per cent of his total sales. Allocations of the 
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funds so collected are made as follows, according to the explanation given to 
one manufacturer by Container Materials, Limited, in a letter of February 22, 
1938 :— 


“Under the agreements the 1 per cent assessment on sales accrues to the Company, 
out of which it pays its operating expenses during each calendar year. At the end 
of the year, the surplus remaining after paying all operating expenses is allocated to 
each of the companies contributing during the year on the basis of their total per- 
centage of actual sales in that period, regardless of their shareholding in the Company 
or their allotted percentage.” (Exhibit 239) 


The extent to which the original deposits have been increased by assessments 
during the period of operation is indicated in the following table:— 


TABLE 3.—FUNDS OF QUOTA COMPANIES ON DEPOSIT WITH CONTAINER MATERIALS, 
LIMITED, DECEMBER 831, 1932 AND 1937 


Dec. 31, Dec. 31, 1937 


1930. an RAMR ae 
— Cash and .|\.Cash-and |, Urrent 


es Mes year’s as- 
curiti curiti 
securities | securities sessment (2) 


S 4.1 CbS: $ = ets. $ cts. 


Hinde and Dauch Paper Company of Canada, Limited............ 10,000 00 | 59,844 94 9,731 06 
The Corrugated Paper Box Company, Limited.................... 9,304 02 | 28,962 31 3,642 30 
Myversce,Corrugated Products, limited... /. io. «sce. ake ees 4,513 33 | 20,859 56 2,497 87 
Srupping Containers, ioimited:, 2.3200e.. . POT eae aa 4,749 85 | 25,158 00 4,320 73 
C anadian<Wirebound ‘Boxes: Limited os voce ve) ee oe a we ee 4,000 00 | 20,202 75 3,142 04 
rai COM pany, CAangGay LATDIUCGS © ct re tgs hoo ae Sac ogee eee ate Een eeat eee vat 53,779 43 5,924 30 
Wibre roxas) Lam ited ie... Cees Re tea dD aa AL OOOTOO: (eae a Nee Ta 
Concordéshipping Cartons; Wuimiited «.20620.c0F ks bis Sie Od ol eis oS li ced oedeteed 
Canadian Containers, Limited.......... nity. Sake eae ae OOO M OOS teeter rent licen oeueee Mie. 
Corrugating and Container Company, Limited................ DARGA TOA Oe, CULL Re ka hae 
Mirstorook DOkGS, Med Peon. aes ogee cae s ss ee ee 9; Voor AO eb vaskdicen Wick ares es 
Bondon Shipping Containers, Limited, .............--esacee+ os B, COU OUT Repeat ck. lei ome als ete 
Bemincuian.lsoxes, limited ss o7).5. duce tise se 1 ak Ge not 3,000 00 | 11,487 28 1 Oi2i7o 
Martin-Hewits Containers, Limited... Sai 0.00). Ree 2,500 00 3,924 49 397 47 
erartn Paper rocucts, bimited . s+ ines. 6 een dad ho wae reer ae eee 2,500 00 9,510 73 LA10 17, 
PtancardoPaneinio OX LATRIbOU «acidtc- vs agoeaiiest age a suet <a ee 2,500 00 | 11,503 44 1,925 65 


58,140 70 | 254,232 93 34,264 32 


(Exhibit 4) 


(1) After deducting expenses of Container Materials, Limited, amounting to $32,922.59 and payment to 
O. and S. Corrugated Paper Company of $32,772.82. 


Each member company thus has now a very substantial fund held in trust 
by Container Materials, Limited, to guarantee the fulfilment of all regulations 
of the combination. Although the moneys held in trust for each manufacturer 
are its property, the manufacturer cannot make any use of the funds in his 
current operations and their accumulation represents an added expense of doing 
business. Interest which may be earned on the deposits is, however, paid to 
member companies and in certain cases manufacturers have been permitted to 
use part of the funds so accumulated for the purchase of securities of their own 
companies. When a penalty is assessed against a manufacturer he must make 
an additional payment, as the agreement provides that the amount of the 
deposit must not be reduced. hed . 
The so-called agent agreement, made with the association by each of its 
members and designed to run concurrently with the purchase agreement, further 
defines the position of a manufacturer as an agent for Container Materials, 
Limited. The incorporated association, described in the agreement as “ the 
Company,” proceeds as outlined in the following paragraph to appoint the 
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manufacturer as its agent to sell the products which the manufacturing concern 
itself has produced: 

“2. The Company hereby appoints the Party of the Second Part its agent for the 
sale within the Dominion of Canada of corrugated and or solid fibre board products 
manufactured by the said Party of the Second Part and contracted for by the Com- 
pany. The Company authorizes the Party of the Second Part to sell all such products 
manufactured by it for which it shall obtain orders from its customers. Notwithstanding, 
anything in the said agreement of even date herewith all corrugated and or solid fibre 
board products manufactured by the Agent and contracted to be purchased by the 
Company shall be at the sole risk of the Agent as regards loss or damage by fire or 
other hazard.” (Exhibit 7) 


Provision for the retention by Container Materials, Limited, of the surplus 
funds accumulated under the 1 per cent levy on sales by members is made in. 
this agreement as follows: 


“4. The Agent shall be entitled 5 recelve from the Company as a further or over- 
riding commission the same proportion of the net profits of the Company in each 
calendar year as the amount of corrugated and or solid fibre board products of the 
Company sold by the Agent is of all such products sold by the Company in such year. 
This additional commission shall be calculated at the end of each calendar year at 
which time it shall be placed to the credit of the Agent in the books of the Company 
but the same shall become due and be payable to the Agent only upon the termination 
of this agreement. Until paid to the agent such amount or amounts shall be held by 
the Company and added to the amount referred to in paragraph 14 of a certain agree- 
ment made between the Agent and the Company dated September Ist, 1931 and the 
fund so created shall be subject to all provisions of the said paragraph.” (Exhibit 7) 


The privilege of terminating the agreements before the date of expiration 
was waived by all companies under an amending agreement dated April 30, 1934, 
and the agreements continued in full force for the period which terminated on 
December 31, 1937. On December 28, 1937, provision was made for the exten- 
sion of the agreements to April 30, 19388. On April 29 the agreements were 
further extended to December 31, 1938. 


Non-quotTa COMPANIES 


In addition to those manufacturers who became shareholders of Container 
Materials, Limited, and were allotted quotas, there are two companies in the 
Maritime Provinces which are in all other respects members of Container 
Materials, Limited. Their relationship to the combination was indicated as 
follows by H. J. Badden: 


a . there are two concerns in the Maritime Provinces, Wilson Boxes, Paine: 
and the Maritime Paper Products, who have no quota arrangement. ‘They pay their 
share of expenses and each has a deposit in our hands.” (Evidence, p 48) 


These two companies, Wilson Boxes, Limited, of Fairville, N.B., and Maritime 
Paper Products, Limited, of Halifax, have been associated in this manner with 
Container Materials, Limited, since its inception. They are subject to all the 
regulations, excepting only those relating to the quota agreement, and are sub- 
ject to penalties for any infringement of such regulations. Several other com- 
panies which commenced business after 1931 are now associated with Container 
Materials, Limited, under arrangements which are examined in later sections 
of the present report. 


IV. THE SALES ALLOTMENT OR QUOTA SYSTEM 


The agreements reached under the Container Materials combination have 
as their essential feature the fixing of uniform selling prices. The provisions 
for the quota system, which is designed to secure the continued adherence of 
the members to the fixed price policy, constitute the major part of the agree- 
ments. The quota system provides for compensations and penalties as manu- 
facturers find their positions weakened or strengthened as to volume of sales 
under the uniform price system of Container Materials, Limited. 

In accepting the quota basis of the agreement the manufacturer agrees 
to pay a cash penalty if his sales exceed his allotted proportion of the total 
business of all members and to receive compensation when he fails to secure 
the allotted proportion of business. Various reasons have been suggested by 
witnesses for the adoption and maintenance of the quota arrangement. The 
view expressed in a report by Stevenson and Kellogg, Limited, a firm of experts 
in trade association matters, although given in another connection, may per- 
haps be taken as an accurate appraisal. In the opinion of this firm, “it is 
difficult to maintain adequate price levels in an industry over a long period of 
time solely on the basis of agreements to maintain them.” They add: 

“Tt has, however, been possible to maintain generally satisfactory price levels by 
means of a quota plan whereby each manufacturer in the industry agrees to take only 
his fair share of the total business. The proper distribution of business among the 


quota companies is brought about sometimes by penalties and bonuses and sometimes 
by other methods.” (Exhibit 266, p. 10) 


The “adequate” and “satisfactory ” price levels mentioned in this statement 
are evidently such “fixed” price levels as the quota plan is designed to main- 
tain. The quota system had been introduced into the Canadian shipping con- 
tainer industry in 1929 as part of the joint agreement of manufacturers who 
formed the Canadian Corrugated and Fibre Box Manufacturers Association. The 
precise nature of the quota system adopted at that time has not been deter- 
mined, as sufficient information concerning it has not been available. The 
sales allotment scheme developed by the Container Materials combination is 
that set forth in the purchase agreement of September 1, 1931, with modifica- 
tions adopted as the result of supplementary agreements in 1933, 1934, 1937 
and 1938. : 
Under the agreement of September, 1931, each member company was: 
allotted a certain percentage of the total business of the group. The agree- 
ment provided (paragraph 7) that any member failing to make sales equal to 
his allotted share was to be compensated to the extent of five per cent of the 
amount of his deficiency. This compensation was to be provided by a levy of 
five per cent on the excess sales of those manufacturers who secured more than: 
their allotted percentages of the total business. Settlements were to be made: 
monthly so that the members could be kept closely aware of their relative 
positions in regard to sales. The agreement further provided that for the 
period commencing January 1, 1932, the penalty or compensatory rate, com- 
monly called the pool tax, would be at the rate of fifteen per cent. The present 
form of the monthly statement sent to all members by Container Materials, 
Limited. is illustrated by the report for May, 1938. The rate of pool tax at 
that time was thirty per cent; it had been increased to twenty-five per cent in 


1933 and to thirty per cent in 1934. 
12 
7474924 


20 PAPERBOARD SHIPPING CONTAINERS AND RELATED PRODUCTS 


TABLE 4. TYPICAL MONTHLY POOL ADJUSTMENT STATEMENT 


ConTAINER MaTERIALs, LIMITED 


Statement for the Month of May, 1938 


Aeernnere ee ee ee ee ee 


Adjustment 
— Sales Tax at 30%] % Proportions|_— 
r Cr. 
Hinde & Dauch| $ cts.| $ cts. $ cts.| -$ cts. $ cts. 
Paper Co. of 
Canada, Ltd...} 186,307 37 | 55,892 21 | 27-49 of $184,909.78..... 50, S31: '70, eo p0GOL0L Uo a2 econ 
vere Sa 
ate roducts, 
ae Tecan 30,219 30 9,964 O1 S:1b. % pdt Pr ae 14906) 185) weer 5,032 17 
Gair Co. Canada, 
Boh Cee Re 103,057 00 30,917 10 | 17-66 . “ e seed eee BOD OT ere nee 1737 9¢ 
Corrugated Paper 
Box eaetd....| ba cos 1 | 19,307. 641 °10-58. 0 8 ie 195563. asian cpaee ae 255 81 
Martin-Hewitt 
Containers, 
5 ee (1,400 20 2,236 58 jth a fe estes tee 2,052 50 184.08 eee 
Shipping Contain- 
Crs wot esses 87,745 08 26,323 52 | 12-00 “ Oo Lok Mae 22,189 17 4° 134035. | eee een eee 
Standard Paper 
TeX, Were Lae SGizlicso | 10/860 20) rea 9,892 67 O72 OL wes cena 
Canadian Wire- 
bound Boxes, 
EEC cit ee Ba Of eeb ie LO Olt |) o-OD hae Mee ere 18°306.07 lowe saneeee es 2,384 30 
Canadian Boxes, 
Vi 5 ne eet dee 20, 251 72 8,175 46 4°56 0 a nS San $431 89" Ae eee 256 43 
Martin Paper Pro- 
ucts kite. 17,687 61 5,306 28 o24, re caal Beftestek 5, O91 OS ie ee: eee 684 80 
616,365 94 | 184,909 78 100 184,909 78 | 10,351 48 | 10,351 48 
June 15, 1938 
(Exhibit 37A) 


The figures appearing under the heading “ % ”’ in the above statement are 


the quotas of the several companies prevailing at the time. In the debit column 
are shown the penalties imposed on manufacturers who exceeded their quotas 
in May and in the credit column are shown the payments made to those who did 
not reach their allotments in this month. ; 


To avoid the possibility that a member might find it more profitable to 
cease manufacturing and thereby secure compensation for failing to produce 
his quota, or to operate only part of the time and craw compensation for part 
of his allotted share, the agreement of 1931 provided as follows: 

“6. The amount of corrugated and or solid fibre board products which the Com- 


pany hereby contracts to purchase in any period shall be delivered over the entire 
period proportionately to the Company’s market.” 

“9. The manufacturer covenants and agrees that it will fill with corrugated and/or 
solid fibre board products manufactured in its own plant all orders given hereunder 
within a reasonable time after such orders are received and should the manufacturer 
fail to do so the Company shall to that extent be relieved from its obligation to pur- 
chase corrugated and or solid fibre board products from the manufacturer.” 


(Exhibit 6) 


Fach member’s percentage of the total business was to remain fixed until the 
end of 1932, when, it was provided, the shares of those members who had 
exceeded their quotas were to be increased by twenty-five per cent of their 
excess for the year 1932 and those of the members who had not reached their 
quotas were to be reduced by twenty-five per cent of their deficiencies. It is to 
be noted that the adjustments provided were for one quarter of the excess or 
deficiency of the quota and not one quarter of the quota itself. 
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Mr. H. J. Badden, when questioned as to the object of the quota system 
adopted by Container Materials, Limited, gave the following answer: 


“The object of the quotas is to give everyone a proper share of the business based 
on what they have been doing.” (Evidence, p. 44) 


A pointed comment on this answer is found in the following further extract 
from the evidence of Mr. Badden:— 
“Q. But, assuming that there is a price fully maintained, if they maintained a price 
but had no quotas, then ‘A’ and ‘B,’ engaged in the business, would be in competition, 
In service, we will say; and if ‘B’ gave the better service and the more pleasing trading 
relations and probably a greater credit, he might outdistance ‘A’ in the volume of 
production even at the same price?—A. Then ‘A’ would not be likely to sit in an 
agreement very long. 
Q. Well, it is to forego that that you have the quota?—A. It is partly—it is to 
stabilize price.” (Evidence, p. 45) 


By the end of 1932 it was decided to increase the pool tax from 15 per cent 
to 25 per cent. Canadian Boxes, Limited, of Vancouver, was the only company 
which did not agree to the higher rate and in spite of later changes this company 
continued under the fifteen per cent arrangement. The reason for increasing 
the rate of penalty for exceeding the quota and the rate of compensation for 
those companies which did not attain their quota is given as follows in the 
testimony of Mr. Badden:— 

“Q. What is the reason for the change in these percentages?—A. Well, we all thought 
that fifteen per cent was too low on an adjustment basis. 
Q. Why?—A. Well, it didn’t provide adequate compensation for the people who 

lost. business.” (Evidence, p. 97) 


Mr. H. Martin of Martin-Hewitt Containers, Limited, Peterborough, thought 
the higher rate of pool tax might check the more aggressive companies which 
were exceeding their quotas. He gave evidence as follows:— 

“Q. In 1933, you might recall there was an amending and extending agreement 
which increased the tax on excess sales from fifteen to twenty-five per cent. Were 
you in favour of that change in 1933 or otherwise?—A. To the best of my recollection 
I think I approved of it. 

@. Now wouldn’t the fact that it had increased the tax limit your advance?— 
A. No, I think it would help it. 

Q. You think it would help it?—A. I would think so. I may be wrong, but that 
would be my view. In other words, to get the cart before the horse, I think if you 
checked some of the others— 

Q. Check some of the others from doing what?—A. From carrying on in a more 
aggressive way. Others who have more salesmen and went at it in a more aggressive 
way than we did and, personally, I thought that increasing that would have a tendency 
to check them and give us a better chance.” (Evidence, p. 374) 


Mr. Martin, whose company occupied a creditor position until 1937, as did most 

of the Ontario firms, added that the higher pool tax rates did not achieve the 
results desired of limiting the selling activities of rival manufacturers:— 

“Q. If that had such a good effect on curbing the aggressiveness of your competitors, 

would it not be a good thing to increase it to thirty-five or forty per cent?—A. Theoretic- 


ally, I would think so but, practically, it doesn’t work out that way.” 
(Evidence, p. 375) 


The increase in the pool tax from 15 per cent to 25 per cent as a result of 
the amending agreement of January 3, 1933, was not, in the opinion of a majority 
of the members of Container Materials, Limited, sufficiently large to achieve 
the results desired. On April 30, 1934, a further agreement was reached whereby 
the pool tax was raised to 30 per cent. At the same time the rate of adjustment 
for the pool quotas was also increased from 25 per cent to 30 per cent. The 
30 per cent rate for pool tax was maintained until September 30, 1938, when by 
resolution passed at a meeting of the board of directors of Container Materials, 
Limited, the rate was changed summarily from 30 per cent to 10 per cent. 
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The necessity of setting the pool tax sufficiently high to discourage firms 
from exceeding their quotas is indicated in a reply which F. C. Hayes, vice- 
president of Shipping Containers, Limited, Montreal, made to .a suggestion of 
John Martin, president of Martin Paper Products, Limited, Winnipeg, that the 
rate of the pool tax be reduced. In his letter of November 16, 1937, Mr. Hayes 
stated:— 

“As far as a 5 per cent pool is concerned, we might just as well not have one for as 
long as the pool is less than the profit, there is no incentive to curtail production and 

keep within the territorial limits.” (Exhibit 238) 


Mr. L. F. Winchell, vice-president and general manager of the Hinde and Dauch 

Paper Company of Canada, Limited, to whom Mr. Martin had made the same 

suggestion, was even more emphatic than Mr. Hayes in his view as to the purpose 

of the pool tax. Both Mr. Winchell and Mr. Hayes were of the opinion that a 

re-allocation of quotas was necessary by the end of 1937. Mr. Winchell’s view 

in this respect was indicated in the following statement in a letter dated Novem- 

ber 13, 1937:— 

; «|. . I would disagree with you on the Pool Tax. To my way of thinking, 
if the association is reformed, and we sincerely hope it will be, we believe that everybody 
should come in, without exception, and probably the best basis on which to come in 
is to take as a guide the business that every concern did during 1937 as their quota in 
making up a 100 per cent basis. I would go so far as to suggest that anybody who 
runs over this quota should be penalized 100 per cent of the value of the business. 
That certainly would keep them in their places, and, if it is a fair basis, which it 
should be, no one will have any kick coming. Probably the best way to make this penalty 
effective would be to require that that fellow price himself out in the next period on 
business equivalent in volume to. what he took over the quota in the previous 
period oe (Exhibit 278) 


In spite of evidence that the purpose of the pool tax is to induce member 
firms to restrict their sales, the secretary of Container Materials, Limited, and 
several other witnesses declared during the inquiry that in their opinion no 
restriction had resulted from the quota system with its penalties and compen- 
sations. The following extract from the evidence of H. J. Badden relates to the 
effect of the pool tax upon the policy of member companies in regard to their 
production:— 

) “Q. Well, he agrees that he will be subject to a penalty if his sales are in excess 
of his quota?—A. He agrees to take a less price. 

Q. Well isn’t that rather discouraging him from developing his output?—A. I don’t 
know, we have to meet export conditions and export markets; you have to take less 
money in order to get your production up and your costs down, but there isn’t any 
restriction, Mr. Commissioner, at all. There is a set of conditions which are outlined 
below but there is no attempt at restriction and I think all the records will show that 
there hasn’t been restriction. 

Q. Of the individual manufacturer’s production?—A. Yes, sir.” (Evidence, p. 67) 


The possibility of incurring the pool tax is only one of a number of factors 
to be taken into consideration by member companies in determining their selling 
policies, and it would be impossible to ascertain exactly how far these policies 
were influenced by the knowledge that a pool tax would be imposed on all sales 
in excess of their quotas. Nevertheless the contribution paid by companies 
producing in excess of their allotted quotas is a definite burden upon them, even 
though they may consider it to be offset by advantages derived from partici- 
pating in the combination. The following letter from Shipping Containers, 
Limited, Montreal, to London Shipping Containers, Limited, dated April 3, 1933, 
indicates that the pool tax has been one of the determining factors in formulating 
sales policy :— 

és We have your letter of March 31st and are, of course, very sorry to lose the 

Carling business, but, we quite appreciate that you could hardly be expected to get 

along on a 5 per cent commission when H. & D. will pay you 10 per cent. 


However, it has been our aim in the last two months to reduce our tonnage in 
order that we will not be called upon to pay a heavy pool tax and as we have been 
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allowing you this pool tax and receiving no benefit from same on the six months’ 
adjustment, we feel that when everything is considered, the present situation is quite 
agreeable to us.” (Exhibit 225) 


Mr. Badden gave the following testimony in claiming lack of restriction on 
production under the quota system:— 


(Ts 


wiles Just to demonstrate to you, Mr. Commissioner, that there isn’t any 
restriction, you will find in the record there that some people started off with about 8 
point something and are now up to twelve per cent, which demonstrates clearly that if 
you want to increase your business you have the opportunity to do so.” (Evidence p. 101) 


The record, however, does not give the demonstration suggested in this state- 
ment. The quota of only one concern, Shipping Containers, Limited, Montreal, 
has changed in the manner indicated. But the quota figures do not tell the 
whole story. The 1931 figures relate only to the sales allotments which were 
assigned at that time to the quota companies. In certain instances the original 
allotment did not represent the relative sales position of certain companies, and 
Shipping Containers, Limited, was one of these. Its sales in 1931 would have 
entitled it to at least a 10 per cent allotment, but it was assigned only 8-68 per 
cent. Under the agreement its quota naturally would increase from year to 
year. Moreover, there are firms associated with Container Materials, Limited, 
which are members in all respects except that of the quota, and still other firms 
which are committed to respect all the regulations of the combination regarding 
prices and terms of sale. When the sales of all these associated firms are 
considered together with the sales of the quota companies the percentages of 
the latter are shown in a very different light, as the following tabulation 
indicates: — 

TABLE 5.—REPORTED SALES OF QUOTA COMPANIES SHOWN AS PERCENTAGES OF 


SALES OF ALL COMPANIES ASSOCIATED WITH CONTAINER 
MATERIALS, LIMITED 


1929-30 1931 
(13 mos.) (4 mos.) 1937 
% % % 
Hinde and Dauch Paper Co. of Canada, Ltd., Toronto and Mont- 

Teale) .afh@u. HG. 63 BTR A RE. AR 32-15 25-67 23-79 
Gair Co. of Canadas. Ltd..(A) i borontornne soc nie ocean cee 20-69 18-91 | 14-49 
Shipping Contamers, utd.,.Montrenl.oaeoussaec se pads ke canes eens 10-13 10-58 10-56 
The Corrugated Paper Box Co.; Ltd.) Toronto. /...02. 00000. c000 6. 13-22 11-03 8-90 
Canadian Wirebound Boxes, Ltd., Toronto and Montreal.......... 3-84 8-65 7-68 
Hygrade Corrugated Products, Ltd., London.................e0+: 7-03 10-48 6-10 
Standard: Paper Box, Lid) Montrealiai si. tire) ieee ee 4-11 4-41 A-71 
Canadian: Boxes, Lid., Vancouver: ieee ca hl ee ee ee 4-10 3-73 3-84 
Martin Paper Prodiicts, ‘Ltd, @)) Wanniper. 000.0... 22024 ea 3-55 4-52 2-72 
Martin-Hewitt. Containers, Lidy@);sPeterboroughy:n) yy eres APR ee. -19 -97 
Kitchener-Paner Box Co., Kitenene tis cs tiencusccirnouasscenebeneaee or 1-18 BA. ak ee oe 
Other associated Com panies(") ...:aaaek Sages ncn noc bade ea ou ea (5) (8) 16-24 

100-00 100-00 100-00 


(1) Figures for Gair Company for 1929-30 and 1931 are combined percentages of predecessor companies. 

(2) Not reported as a quota member in 1929-1930. 

(3) Figures for Martin-Hewitt Containers, Limited, represent only that part of its sales which, under 
a, special arrangement, are reported to Container Materials, Limited. 

(4) See Table 1 for the names of the six associated companies in 1937. aut 

(5) Figures are not available for the one associated company, Building Products, Limited. : 

(8) Figures are not available for the three associated companies, Building Products, Limited, Wilson 
Box and Lumber Company, Limited, and Maritime Paper Products, Limited. 


This table shows that all the quota companies operating in Ontario with the 
exception of Martin-Hewitt Containers, Limited, had in 1937 smaller proportions 
of the total sales than they had in 1931. This change in position is accounted for 
in part by the entrance of non-quota companies into the Ontario market and the 
distribution of business among a larger number of firms. The two Montreal 
concerns (apart from branch plants of Ontario members) have maintained 
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practically the same relative position in the industry throughout the period, as 
they have not been subjected to the competition of any new plants locating in 
their territory. These factors account in large measure for the changing quota 
positions. The quotas of the Montreal concerns have increased, in spite of the 
restrictions of the combination, largely because of the growth of total available 
business in their territory. 

The changes in quotas that have been made under the agreement between 
1931 and 1938 may be tabulated as follows:— 


TABLE 6.—SALES ALLOTMENTS OF QUOTA MEMBERS OF CONTAINER MATERIALS, 
LIMITED, 1931, 19837 AND 1938 


1938 Allotted in 1938 

mes 1931 1937 ao DED, an aia 
agree- 
mente) Jan. May 
% % % % % 

Hinde and Dauch Paper Co. of Canada, Ltd....... 27-67 27-34 27-66 27-50 27-49 
CaO Ol Canis, Wut eye 0 bai. sans wee wk oes 21-10 19-77 19-03 18-02 17-66 
Sree GN GRINONS, iliac. cc 85 ake wtcae's) aed ng tase 8-68 10-95 11-46 11-50 12-00 
The Corrugated Paper Box Co. Ltd..............+. 11-28 10-61 10-61 10-59 10-58 
Canadian Wirebound Boxes, Ltd................... 7-85 8-66 8-81 10-00 9-90 
Hygrade Corrugated Products, Ltd................ 8-68 8-67 8-26 8-22 8-11 
miamGarc Peper DOX, Lae losses sss ea koe hime meets 3-99 4-84 5-07 5-08 5-35 
Wa tnaaiOxes, Lites.) 2902 ub cae y «soho sadness 3°75 4-45 4-49 4-49 4-56 
Mariinspaner Products), Utd vic c.. ook es sche eae ee 3-67 3-60 3-49 3-48 3-24 
Martin-Hewitt Containers, td: ..... oc ee 1-91 Lert 1-12 1-12 1-11 


Kitchener Paper Box Company...............0505% 1 Re: BA hoe ran 5 eta ade * hase) Rae» ee 


. 100-00 100-00 100-00 100-00 100-00 


(1) Quotas allotted in 1938 appear to have been the result of bargaining between members rather than 
the result of the method of adjustment provided in the basic agreement. ! 
(2) Figures for Gair company for 1931 are combined percentages of predecessor companies. 


It may be noted that the Montreal firm already referred to, whose quota 
increased from 8-68 per cent in 1931 to 12-00 per cent in May, 1938, secured 
the latter figure only through a modification of the agreement; its quota for 
1938 would have been 11-46 per cent under the regular method of adjustment. 
This is the only firm whose quota increased by more than two per cent between 
1931 and 1938. 

The relative changes in position among the quota members of Container 
Materials, Limited, in regard to sales is indicated by the following comparison 
of the relative volume of sales for the calendar years 1932 and 1937:— 


TABLE 7.—SALES OF INDIVIDUAL QUOTA MEMBERS OF CONTAINER MATERIALS, 
LIMITED, SHOWN AS PERCENTAGES OF TOTAL SALES OF ALL QUOTA MEMBERS 


-——— 1932 1937 Difference 
% % 
PHiude.dnds Dane Paper Go; of Canada, btdew: .4 1. owen. 2. 27-07 28-40 +1-33 
Hygrade Corrugated Products, Ltd............ UAE RE Ot A ln 9-12 7-29 —1-83 
Gar CosonCanad stay oe er ee ti I ee. 2 20-29 17-29 —3-00 
‘The GCerrugated:Paperiibax Ga site Juhl... Ad es 11-32 10-63 — -69 
Martin-Hewitt Containers, Ltd......... ARAL Ste A oN te O -53 1-16 + -63 
Wanacdian Wirebound Borage ldie..weeuet. . ue a eel ae 8-48 9-17 + -69 
rola vfivbiteal Gre tay tc Biter ache Mepis byrieey Rak: aeeh tien nn een NE 10-56 12-61 +2-05 
Standard waperi box Liason. Aree Bai re. 4-05 5-62 +1-57 
Martin Paneer Products: liigewme sec feet) ho c'.s ee down ao. 4-03 3-24 —- -79 
CaCI ESO SGh. Lia i tk eee tee ts ck cale o PR RED. Sheahan Beans 4-55 4-59 + -04 
100-00 100-00 


(1) Figures for Gair company for 1932 are combined percentages of predecessor companies. 
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The pool tax is a definite added cost of doing business for those quota 
members of Container Materials, Limited, whose proportions of the total business 
exceed the percentages allotted to them in any period. On the other hand, pay- 
ments from the pool to under-quota members constitute a definite subsidy. Up 
to the time that the relative sales positions of Quebec and Ontario members 
became altered by the increasing sales of non-quota manufacturers in Ontario, 
1t appears that the payments of pool tax were made largely by the lower cost 
firms and that the subsidies from the pool were made to the firms with higher 
costs. The results of a survey made for the year 1935 by Jenkins and Hardy, 
auditors for Container Materials, Limited, may be taken as an indication, 
though not as an accurate measure, of the relation between pool payments and 
efficiency. The usefulness of this survey is limited by the incompleteness of 
the records in certain plants and the difficulties of allocating expenses of those 
firms in which shipping containers form only a part of total output. As pay- 
ments to or from the pool were treated by Jenkins and Hardy as an additional 
item of expense or as a reduction from cost, it is necessary to make adjustments 
for penalties or compensations in determining cost. This has been done on the 
oo of the annual pool summary made by Container Materials, Limited, for 

5: 
TABLE 8—OPERATING EXPENSES OF EACH QUOTA MEMBER OF CONTAINER 
MATERIALS, LIMITED, SHOWN AS PERCENTAGE OF HIS SALES, 1935 


Total cost Adjustment Total cost 

(including for Pool Tax(?) (omitting 

Firm (1) ray tax) 9 |—_—_—_—_____—__ pool tax) 

shown as . shown as 

percentage paracelb fa era ‘i percentage 

of sales of sales 

% % (cai % 

SPs sic <i iced an Ga leg Beets fee Ee a ee ke Se 99-60 CUTS | [hae et eee 104-15 
br a 96-87 ype ame ear re i aren 101-07 
OP PERE ER Ny) WENO S ee SE SEREL Bey itr, WS ONE oi Lon Behe 92-97 G0 Wet ee 96-27 
Dy coacess torso aia a ols Raed aa coke ee hs ee) 84-52 i Eads Pee es 96-27 
BUSH. sk hin coos a A EE oc RE ea SLES 92-08 PACS Pai |e See a oa 94-41 
TBs tat LL RRA Ba, Je ee ere, A Bd 94-12 Shia (ee ee 94-65 
Gere er er en eee Le an De eee 6-31 92-83 
| meena forts 0 peamy SO ee mere Ua) ee cae ry ee OB 23. | eee ae es tee °95 92-28 
| Pe oe erm ee greys Coy eT) ENTE A ate StcOl te ey cee 3-21 87-80 
+] MPU 5 SG Seana Ser 20) PERRO ne. a (ek 95°52) 4. dunk, 2 9-19 86-33 
WK. «4 ae hoes whol ty Se oe ee ee 85-79 09, [hada 85-88 
| EE oy enn meus PM eS he ek eR ES 86-00 | chepaceekites 2-24 84-66 


(1) One member firm the greater part of whose production is not under quota has been omitted from 


this tabulation. \ wile 
(2) The pool tax includes payments made for the purchase of machinery from Building Products, 
Limited: (see Section VI). If these were eliminated the receipts would be somewhat larger and the pay- 


ments smaller. 


It will be seen from the above tabulation that all the high cost firms received 
compensation from the pool and that only one low cost firm received any com- 
pensation, and this to a relatively small proportion. 

Since 1935 the situation respecting pool credits and debits has been affected 
by the growing proportion of the business in Ontario which has been secured by 
non-quota companies. The absorption of six firms by Gair Company, Canada, 
Limited, makes it impossible to make the same comparison for later years as 
for 19365. 

In spite of the fact that quotas allocated to members of Container Materials, 
Limited, have, for the majority of firms, changed only slightly during the period 
1931 to 1937, the payments made to members who produced less than their 
allotted quotas amounted to approximately half a million dollars in the period. 
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The compensations and penalties of each company under the quota system 
are shown in the following table, which is based on the pool statements of Con- 
tainer Materials, Limited, from 1931 to 1937: 


TABLE 9—AMOUNTS RECEIVED AND PAID UNDER QUOTA SYSTEM, CONTAINER MATERIALS, 
LIMITED, 1931-1937 


AMOUNTS RECEIVED 


Gross Net 
Company ei 1932 1933 1934 1935 1936 1937 amount | amount 


received | received 
mos.) 1931-1937 | 1931-1937 
$ $ $ $ $ $ $ $ $ 

Hinde and Dauch Paper Company of 
Canada, otic, aes Sos cat eee LAO FEO Gpake! |e (RYT AIO BDL ee otelleet nooo. 38. B0lol. skeen 
The Corrugated Paper Box Co., Ltd.. 225 Sate Oso Samliceise mice Ol it Serhan 50,578 47,342 
Gor Company. Canada. Litdicegs ty. lei ce lan emia (opie ok cae Het hie g 32,317 | 62,469 94,786 94,786 
Concord Shipping Cartons, Ltd...... P228elolocel ele: O92 I 2a ,OLOM! aoa OO4 Se ccemalis 2 cities. 74,116 74,116 
Canadian Containers, Ltd........... 294 2,284 3,493 2,473 BALA OM eA oc mleas eles 11, 687 11, 687 
Corrugating and Container Co. Ltd. TA alee 430 MOA MEO O DEN yccieee eal sea 4,193 4,118 
ibrersoxeds WitG.eas wate eee 1,708 TAGS haat one SOMO hes OO OD were eaten eases 62,543 57, 748 
Mrs Gorools BOXES jl sGCl eas secrete ae erie eee RTPA Fee ets) ar ha Hes SRNL | Pane ener IIe eel] domes cbc faueay zee Reels c eT RM c4cil tyes 
Ihondonns hippie Co mvaimers, WoC ews | terrsere| civ cence crvetr ets are terse: 2D Mba. scokeal eer Pie Neate sone it ed 
Martin-Hewitt Containers, Ltd........| 1,554 | 10,466 | 10,661 | 7,419 | 6,062 | 4,488 ]........ 40, 650 38, 876 
iNiteny vin Jeehoreied exroxourtoutey Itela eale ane ullancaedontla on amemelia: Sr aeAen anee ftes 9,424 9,682 8, 835 27,941 19,565 
Eyerade Comugated) Products, Wtd'el/ es eeaalicoe a3 OF O45 9 | 2 864s | aap sae 11,844 | 35,517 59,770 39, 953 
Canadian i Boxesm luda: ) sere ee TE eae eens is cate Ne ol ele 3-8 ell ater SiaeW a] hd: Paap nen] Denne cel BAS Ain eee 
Standard wanersOx,elsbG made octet iin cers coke AON eeey eee RR S| Lice ee che Nodelersers oll onde Aedole AD Si Aoyama 
NGI Mol avs nero eapole | Stopal Ororanhar nial, nese cdlias cee olf MUON On coe Ole Race soll! moos calomel aeomenee 1,058 693 
WanachiansWaTeDOund:: DOxeS, ae LCle pense | Revers facccs licten ae sear S eae Bare eas re | en RR COL On SPEER (taro, uci |iaetore Renee lib cesar Me orc) | iw oh ree 
Sipps Contimersey lst Cs yo eee mmr cal ec Ley eaeeeN ics Pepe ene OTs Rearetsreren Te ere eee ae chaos core ntl hls vave oar cutll 2c eu steeareal| arahartetetouatie sft ia ore atevers ame 

Deduction re payments to Building 

Products Limited and Quebec Paper 
J Base CLovaauase he is. cea em MNO PNG nS eae eet oo ltd .d ct so hanes Rb ac se a 26,400 | 26,400 | 26,039 US ASS 0 neem ne 
6,970 | 48,123 | 48,833 {102,206 |118,104 | 92,913 |182,860 | 545,009 }.......... 

Amounts Parp 
Gross Net 
Company 1931 1932 1933 1934 1935 1936 1937 amount | amount 
(4 paid paid 

mos.) 1931-1937 | 1931-1937 

Hinde and Dauch Paper Company of 
(SEEN EGU IRE Na a See Are il tal Reet One Oa Ie beeen Dea a tee en 15,294 } 36,071 51,365 12,798 
The@orrlsated! bapert Box Covmiutcee liana mee aire ee ler ies tice eaters cree mit cas erases SPB |e BIT leg a on lhe 
GainGompanys Canad anit cemeecrs 5 | se eel ects elt cen ce Sec veeeil che token evel esc asics Femelle Batons once eae erenalll or abe Pacrene-elaih menicdne ce cate 
ConecordiShippines@ ar tonsegle tel cy.ga: |, seep lteter eae ies ters ts | eae Le canara of Sieciotscokee || Rasen lamers aye: 0 <1] ME eee ee 
@anadiany@ontainerssal it cease th eae Mena arr etn ei el eevee ee |i tas rm, en | ve eh oy ne SIE a St Cw eee 
Corrugating and Container Co., Ltd.|........ UOciteraars one weeaee dane cers] Se sekca es |S etobend (le Peseta eee ic 
‘Hilbres Boxes; itcliae ee erent cee elockvane eae ASS (Ul eee eI ede ssl cake eel meee eporse 4 SOO an aes 
Hirstbrook Boxeswiitde. a1. 4.e eee ee 1SOBS TORSSOul mec OGy elon (84no4 GO0! Weim core |e eee oe 65,379 65,379 
London Shipping Containers, Ltd.... LOST Ro ROS OM me reli Sal mete Omi everest ew oye eyes cru nen eet 17,385 17,1638 
Martin= Hewitt Conbainersry lite espera see A: >< ane een elles vers He S| Gaye ne ltted. nak 1,774 LSTA: lle ee ee 
Martin Paper Products, Ltd........... 760 | 2,372 3,820 Ibi ae NTO ee NUR dee Ure ae eb S376: eae cee 
Hycrade Comucatedubroducts sutGern|et, Goon) 6 oy LOOM erase prensa rs Ne OO4 oh aunt atte 2 19, Siva: leecyee eaves 3 
@anadian Boxes td) aun meen eee os B,o0S GOT LeOLOM IOV On| 8 OrliS2ela4059 26,579 26,565 
Standard Paper Box, Ltd.............. SHAD. Wen hea be 2,068 | 20,669 | 25,170 | 9,427 | 22,592 80,302 80,257 
Kitchener Paper Box Company........ SHUM Pree eras) AMER Silo. eae al ite ce Sam Re ed 2 etd (Ee 505, |S sve kee 
Canadian Wirebound Boxes, Ltd....... 720 3,908 5,577 | 14,665 5,914 | 16,261 | 16,051 63, 096 63, 096 
Shipping Containers, Ltd.......:...... 1,720 | 13,366 | 9,879 | 40,499 | 25,862 | 46,728 | 48,177 | 186,231 186, 231 
Absorbed by Container Materials(?)...]........]........ Ayes || Oa Bill One0e 2,021 1,900 NG; 2297 Ese ate 


6,970 | 48,123 | 48,833 |102,206 |118,104 | 92,913 |132,860 | 545,009 


(1) Part year. 


(2) Canadian Boxes Ltd., Vancouver, continued on basis of 15 p.c. pool tax and Container Materials Ltd., absorbed 
difference between 15 p.c. and prevailing rate. 


The two Montreal companies have paid the largest penalties in the period 
1931 to 1937. Standard Paper Box, Limited, has paid pool tax in all but one 
year, a total of $80,302.10. The pool tax payments of Shipping Containers, 
Limited, which has paid the tax in every year, totalled $186,132.43 by the end 
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of pee This company regards the tax as a means of insuring itself. against 

more active competition, as indicated in the following evidence of F. C. Hayes: 
éc 

Q. But for these arrangements, I suppose, the Ontario companies would make 


inroads into the Montreal market that tl ’ 9 
it would help me a lot. at they don’t make now?—A. I wish I knew— 


Q. Then you wouldn’t have to make such an outlay as this?—A. Exactly.” 
(Evidence, p. 2132) 


_ The company receiving the largest compensation from the pool has been 
Gair Company, Canada, Limited, which was paid $32,316.79 in 1936 and $62,- 
468.66 in 1937. Four of the predecessor companies in the Gair group had net 
credit balances on pool tax prior to their absorption by the Gair company. 
Concord Shipping Cartons, Limited, had received $74,116.58 by the end of 1935 
and Fibre Boxes, Limited, $57,742.66. London Shipping Containers, Limited, and 
Firstbrook Boxes, Limited, two other members of the Gair group, had debit 
positions in this period. The Corrugated Paper Box Company, Limited, had 
had a net credit position in relation to the pool in each year except 1937. On 
balance, payments to this firm amounted to $47,343.62 for the 1931-1937 period. 


In summary it is manifest that the continuance of the sales allotment or 
quota system by the combination of manufacturers of shipping containers 
throughout Canada has been possible because the prices which have been 
agreed upon have been sufficient not only to permit the relatively efficient firms 
in the industry to make large returns upon their investment, but to provide for 
the payment of the substantial charges for pool tax, purchases of machinery, and 
other restrictions on competition which have been effected through the price- 
fixing controls operated under the name of Container Materials, Limited. 
The quota system is essentially based on the proposition that once a firm estab- 
lishes itself in an industry it is entitled to a share of the total business. In this 
industry the method of sales allotments has become an integral part of the 
price-fixing arrangements. By protecting the marketing position of each mem- 
ber it has served to bolster a system of rigid control of prices and to provide 
an incentive to manufacturers to continue to submit to the restrictions imposed 


by the combination. 


V. CONTROL OVER PRICES AND METHODS OF SELLING 


1. Mrruops oF CoNTROL 


The primary purpose of the box manufacturers’ combination, Container 
Materials, Limited, is to secure “a stabilized price situation,” according to the 
evidence of H. J. Badden. The attainment of this objective has involved the 
development of a comprehensive and rigid system of regulations applying to 
member and associated companies, supplemented by measures providing for 
constant and detailed audit and supervision. 

Corrugated shipping containers are customarily made to order, and although 
common sizes are in use, the customer’s requirement of individual printing gen- 
erally precludes manufacturing for stock. Standardization of prices is made pos- 
sible, therefore, only by the establishment of uniform methods of preparing quo- 
tations and constant check of each manufacturer’s records to disclose any 
breaches of the price agreement. 

The basic agreement among the members of Container Materials, Limited, 
with respect to price is contained in the following paragraph of the agent agree- 
ment: 


“3.The Agent shall sell corrugated and or solid fibre board products manufac- 
tured by it and contracted for by the Company at the Company’s resale price thereof 
and shall retain for its own use as commission on such sales 10 per cent of such resale 
price.” (Exhibit 7) 


The 10 per cent commission mentioned is subject to the provisions of paragraph 4 
of the purchase agreement, to the effect that the manufacturer shall receive from 
Container Materials, Limited, for his product the prevailing market prices less 
11 per cent. The net result is that the manufacturer contributes one per cent of 
the value of his sales to Container Materials, Limited, which payments are held 
in trust in the manner which has already been described. 
The officers of Container Materials, Limited, are authorized to examine the 
records of any member, as stipulated in the purchase agreement: 
“13. The manufacturer agrees to give the officers of the Company or any agent 
or servant thereof free access at any time to their plant, books and records of every. 
kind, including stock sheets and inventories for the purpose of enabling the Company 


to satisfy itself that the conditions of this agreement are being fulfilled by the manu- 
facturer.” (Exhibit 6) 


In referring to this paragraph Mr. Badden said: 


“A. We act continuously on that by a verification of the sales. 

Q. And for any other reason?—A. The investigation of any complaints. 

Q. That is, complaints of selling at prices lower than fixed by the Company?—A. 
That’s right.” (Evidence, pp. 117-118) 


The number of fines or penalties imposed was greater in the early years of 
Container Materials, Limited, than in the recent period, the record being 


Wee er ay ata Re eenuaG 1.1 20. penalties 1935... ... «4. 2) seen apenas 
Dac het olen te. TA POBD vce Tetons se Re e 
LOA tet 3 GA Ee so 8 oe ROD ence ea ae It ae os 


The total of the penalties for these years amounts to $2,570. A few letters will 
illustrate not only the way in which penalties are imposed but the close check 
which is made with respect to individual transactions of even small account. 
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“Toronto 2, Ont. 
: June 3, 1935. 
HycrapeE Corrucatep Propucts Ltp., 
Lonpon, ONTARIO. 
Dear Sirs, — 

We have just received report from our representative covering his recent examina- 
tion of your records. 

We find that double wall containers have been sold since May last year up to April 
this year to the Appleford Paper Products, Hamilton, at a figure of $155.80 instead of 
$160.80 per thousand. 

We also find that sales were made to Brantford Stationers, Limited, for a No. 235 
container at a figure of $174.25 which should be $176.10. 

We are therefore imposing a penalty of $50 and shall be glad if you will please send 
us cheque for $50 to cover these infractions. 


Yours truly, 


(Sgd.) H. J. BADDEN/z 
Secretary-Treasurer, 
Container Materials, Limited.” 


“Lonpon, Ontario, June 4, 1935. 
Mr. H. 8. Litre.JoHn, 
% Waldorf Hotel, 
Hamilton, Ontario. 


Dear Mr. LitteLJoHNn,— 

Enclosed is a letter received this morning from Container Materials, Limited. In 
explanation of this we would say that on May 18th, 1934 (at a time when everybody 
was head over heels in work) we made a mistake in quoting Appleford Paper Products 
on their C-21 double wall container by adding only $5.00 for the constant instead of 
$10.00. We have since supplied a total of six 500 lots at this figure thereby losing $30.00 
on a type of box in which there is very little money at any time. You will recall, of 
course, that this firm is giving us only their double wall boxes to make and are pur- 
chasing their single wall boxes from Crest Cartons. | 

In connection with Brantford Stationers No. 235 containers, we supplied 260 in 
May and 150 in October of last year. The error occurred when we were obtaining 
the book reading. The length and width added together gives 433 but was read off our 
table as 43 instead of 484. Both of these prices were figured out in May of last year 
during the price increase rush and we don’t think there is a vestige of evidence that 
there was any intention on our part to cheat. We believe you will agree with us 
that in both instances mentioned above it was a purely mechanical error which was 
made. We feel that a penalty of $50.00 is altogether out of proportion to the offence 
and think that if any fine at all should be levied it should be a merely nominal one. 

Yours very truly, 


HYGRADE CORRUGATED PRODUCTS LIMITED, 
(Sed.) H. C. Wonnacott, 
Sec.-T reas.” 


“Toronto 2, Onr., June 10, 1935. 
Hygrade Corrugated Products Limited, 
London, Ontario. 
Dear Sirs,— 

We were handed by Mr. Munce, copy of letter written to Mr. Litteljohn under 
date of June 4th, together with our original letter to you of June 38rd, both of which 
are enclosed herewith. 

We might say that we carefully considered all the circumstances before assessing 
the fine, and think you have overlooked the fact that fines are based more or less on 
the amount of business involved. In some cases fines have been imposed where only 
quotations were given, and no business resulted, and according to our figures there is 
approximately $500.00 worth of business involved in these transactions, therefore, we 
think a fine of $50.00 is a reasonable sum. In fact if it had not been for all the 
circumstances in connection with it, the amount would be considerably more. 

We shall, therefore, be glad if you will please send us a cheque to cover and oblige. 

Yours truly, 
(Sed.) H. J. BADDEN/R 


Secretary-Treasurer, Container Materials Limited.” 
(Exhibit 77) 
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Penalties are imposed, as seen from the above correspondence, on the basis 
of quotations made, regardless of whether the manufacturers get the business 
or not. 

In more than one instance a penalty was imposed and paid even though 
the manufacturer had not signed an agreement with Container Materials, 
Limited. The following letter from the secretary of the combination to Superior 
Box Company, Limited, of Kitchener, whose relations with the organization will 
be reviewed later, provides an example:— 

“Toronto 2, ONT.,, 
November 21, 1935. 
Superior Box Company, 
Waterloo, Ontario. ‘ie 
Re: Biltmore Hats Limited, Guelph 
Dear Sirs,— 

We received complaints that the above customer claimed to be able to purchase 
from you certain sizes of their requirement at less than the tariff prices. 

We find upon making enquiries that this has apparently been the case in respect 
to three sizes. The box 24 x 132 x 44 has been sold at $245.85 per thousand instead 
of $247.20, and a box 24 x 133 x 39 at a figure of $224.95 instead of $226.30, and the 
size 132 x 12 x 39 at $154.30 instead of $155.60. 

We, therefore, call upon you to show cause within fifteen days from this date, 
why a penalty should not be imposed for these infractions. 

Yours truly, 
_ (Sgd.) H. J. BADDEN, 
Secretary-Treasurer, Container Materials, Limited. R.” 
(Exhibit 78) 


The following letter illustrates the manner in which complaints may arise 

and are acted upon:— 
“Toronto 2, ONT., 
March 25, 19385. 

SHIPPING CONTAINERS, LIMITED, 

155 Beaubien St. W., 

Montreal, P.Q. 

Dear Sirs,— 

We have been advised by our Montreal Office, that at your request they checked 
up a sale by Hinde & Dauch Paper Company of Canada Limited to D. Verdun 
Limitee, Quebec, which should have been charged at $79.15 per M instead of as 
invoiced at $76.80. 

We have investigated this and the explanation given to us is that previous to 
the first of January of this year, this size was sold to them in non-test stock, or in 
other words that .58 instead of .60 was used in filling this order of test stock, 

We have imposed a penalty of $25.00 upon Hinde & Dauch Paper Company of 
Canada Limited for this infraction. 

Yours truly, 
(Sed.) HH. J. BADDEN/& 
Secretary-Treasurer, Container Materials Limited.” 
(Exhibit 219) 


In spite of the check which is made by the travelling auditors of Container 
Materials, Limited, and the levying of penalties when evidence is found of 
goods being invoiced or quotations made at prices lower than those established, 
further checks have been added to block any loophole for unauthorized pricing 
which might exist. Sworn statements are required from a representative of each 
company each month that prices have been maintained. A resolution to this 
effect was passed by the board of directors of Container Materials, Limited, 
on Maerenoie. Los3 

sade Ic: ye) responsible representative from each of the Company’s agents shall make 

a personal declaration monthly to_the effect that the sales returns as made by his 

Company to Container Materials, Limited, are true and correct and include all sales 

of goods covered by the agreement with Container Materials, Limited, whether made 

directly or indirectly. Secretary was instructed to prepare and have a printed declara- 
tion form, and these shall be sent monthly to each Company’s representative to be 
personally completed.” (Exhibit 4, p. 85) 
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It would appear that this declaration was also designed to ensure that each 

manufacturer reported the full value of his sales so that there would be no 

evasion of the pool tax or no undue payment from the poo! by reason of an 

understatement of sales. The following is the declaration which must be made 

in reporting sales each month in accordance with the foregoing resolution:— 
eA (AAW, 98 Eres oar, Se eee eS Sree do solemnly declare: 


That the above is a true and correct statement of the sales of goods covered by 
the above named Agreement) made by-ifu dc. UO. ee eee during the month 


And that such sales were made at the prices and terms strictly in accordance with 
the terms of the agreement above mentioned, and I have personally verified the same. 
And I make this solemn declaration, conscientiously believing it to be true and 
knowing that it is of the same force and effect as if made under oath and by virtue 
of ‘The Canada Evidence Act.’ ” (Exhibit 145) 


Further assurance that prices were being upheld was required a year later 
by an additional provision that every salesman as well as every sales manager 
must make a sworn declaration each month that no price concessions had been 
given. The resolution to this effect was passed by the board of directors on 
February 28, 1934:— 

“That effective March 1, 1934, all sales representatives of the company’s agents, 
including those on salary or commission, and all sales managers of the company’s 
agents shall take a monthly affidavit that they have maintained the company’s resale 
prices, and not directly or indirectly made any allowance, rebate, discount or other 
inducement to any customer.” (Exhibit 4, p. 94) 


The sworn declaration for this purpose is to the following effect:— 


Wa Oe See greats g ees eich ape ce Tpaa Ne 2 OL toe VOW On Ary Ola. 6 eae tt Ui a Ag Als in 
the’ County Ofte ee rene ee, eee, Calc eT OV NCC CULM Ct cee te ee) cr aL do 
solemnly declare: 

1. THAT a enthsolesmantlors Meee wre a hrs rate me Oe Ue Ty tric. and as 
such have knowledge of the facts herein deposed to. 

2: THAT ‘during the month et... foro... ook e , all quotations given or orders 


accepted by me have been at prices, terms and conditions as authorized by Container 
Materials, Limited. 

3. THAT I have not either directly or indirectly made any allowance, rebate or 
special discount in connection with any quotations, sales or orders, nor have I either 
directly or indirectly resorted or had recourse to any scheme or subterfuge whatever as 
an inducement or aid, or which may operate as an inducement or aid, in making present 
or future sales of goods. 

And I make this solemn declaration, conscientiously believing it to be true and 
knowing that it is of the same force and effect as if made under oath and by virtue of 
‘The Canada Evidence Act.’ ” (Exhibit 145) 


The head of each member company must also file his monthly affidavit, 

as provided for in the following resolution passed at the meeting of February 28, 
1934:— 

“That effective March 1, 1984, all Directors of the Company shall take a monthly 
affidavit that their company as agent of Container Materials, Limited, has carried out 

all the terms and conditions provided for in the agreement between their company and 


Container Materials, Limited.” (Exhibit 4, p. 94) 
The substance of this affidavit is as follows:— 
OTe . ety. bab Ciek eer eiaeens 1 ofdinen (tis JOme...@ 1G ech aOR , in the County 
Fat og Marans cnt A by ADO) EF OVICe: Olona ean dy ees. do solemnly declare :— 


1: THAT 1am, “Generale Manager: ofc... .5c5 tacos 3 PARRA Este Yee A SO As a acd 
and also that I am a Director of Container Materials, Limited. 


> THAT the saalesimnade thye i Be ome Mais. Po, eo. FO a either directly or 
indirectly during the month of.................... ++.+-+, Of all goods covered by the 
agreements made between Container Materials, Limited and................. Ate roe 
dated September 1, 1931, and any amendments thereof, were $............ and included 


all such goods manufactured and shipped. bya... ....ssawccr esau eta ene ss 


3. THAT I have not, nor to the best of my knowledge and belief has any other 
person or representative on: behalfcofi sti. o: a) Sias.d ses either directly or indirectly 
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resorted or had recourse to any scheme or subterfuge whatever as an inducement or aid, 
or which may operate as an inducement or aid, in making present or future sales of 


ds. j t 
a ‘i Br BN pe ee a a to the best of my knowledge and belief has fully main- 


tained all the terms and conditions provided for in agreement with Container Materials 
Limited dated September 1, 1931, and any amendments thereof. 

And I make this solemn declaration, conscientiously believing it to be true and know- 
ing that it is of the same force and effect as if made under oath and by virtue of ‘The 
Canada Evidence Act.’” (Exhibit 145) 


It might be thought that this declaration, purporting to cover “all the 
terms and conditions,” would be sufficient for its purpose. In spite of its com- 
prehensive character it was decided on February 25, 1937, to supplement it by 
a further affidavit covering one particular feature—the purchase and sale of 
dies. Shipping containers generally carry some printed matter and it is neces- 
sary to use dies for printing in the course of manufacture. These dies are 
necessarily made for the individual customer and it is the custom of the industry 
to charge the purchaser of boxes with the cost of the dies which are required for 
his orders. If a customer maintains unaltered the printing for his purchases, 
the same set of dies can be used on successive orders, although in the course 
of time the dies have to be replaced. The cost of replacing dies, however, 
has customarily been borne by the manufacturer and the customer billed 
only for dies of any new type. In order that the manufacturer may 
recoup himself for the cost of replacing dies, a schedule of prices for new dies 
has been established by the combination, prices which are generally in excess 
of the actual cost of dies to the box manufacturer. 

In a competitive market the individual manufacturer would be free to follow 
a policy best suited to his particular interests in charging his customers for the 
necessary printing. Under the Container Materials agreements, however, the 
slightest possibility of price variation between manufacturers is guarded against. 
The adoption of the following resolution requiring full details of the purchase 
and sales of dies is evidence of the efforts made in this direction: — 

“That commencing March 1, 1937, the agents for the companies shall make a 


monthly affidavit setting out in detail complete information covering the purchase and 
sale of dies.” (Exhibit 4, p. 148) 


The form of declaration prepared by the secretary pursuant to this resolution 
is now as follows:— 


FUE ARP MRA va APG, ih sa a dah ace MRI , do solemnly declare :— 

That the above is a true and correct statement covering all purchases of dies by 
PA snc es eva} &* Agtos during thesmonthse Omen. ....20.\s00hanes age aa ear, VOM DerS 
indicated have been charged to the customers noted, and that I have personally verified 
the same. 

And I make this solemn declaration, conscientiously believing it to be true. and 
knowing that it is of the same force and effect as if made under oath and by virtue of 
‘The Canada Evidence Act.’ ” (Exhibit 146) 


Before the system of affidavits which has just been discussed had been 
fully developed, steps were taken by the combination to limit any freedom of 
action with respect to prices which might remain with commission agents repre- 
senting the manufacturers. The first step in this direction was a resolution 
passed at a meeting of Agents of Container Materials, Limited, on March 8, 
1932 :— 

“That all the Company’s registered agents shall assume responsibility for the main- 
tenance of the Company’s resale prices on behalf of their own agents. Each agent to 


file with the Company a list of their Agents giving the names and addresses.” 
(Exhibit 3, p. 74) 


Control was carried a step further on June 2, 1932, when the following 
resolution was adopted:— 


“That on and after July 1, 1932, no commission agent shall be appointed or repre- 
sent any of the Company’s agents in territories regularly covered by the Company’s 
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own Agents salesman, and: no commission agent shall be connected with any other line, 
where he directly controls the sale price of that line, any exception to above must 
be with the approval of the Company. 


This resolution to also confirm the regulation that jobbers shall not be allowed any 
commission as agents for the Company’s agents.” (Exhibit 3, p. 94) 


The regulation regarding jobbers prevents wholesalers from handling cor- 
rugated products except in circumstances where prices higher than those set by 
Container Materials, Limited, are charged, as no discount is given to jobbers 
under the resolution. It is not likely that under existing production methods 
jobbers would deal in these products on any large scale, as they are usually 
made to order and not for stock. 


Regulation of the activities of commission agents by Container Materials, 
Limited, proved somewhat difficult, particularly when one manufacturer raised 
objection to the agent employed by another. A further step in dealing with 
this matter is seen in the following resolution of June 16, 1933:— 

“That all agents file with the secretary at once a list of their travellers and agents, 


the complete list to be brought up for further discussion at the next meeting.” 
| (Exhibit 3, p. 164) 


The belief of some manufacturers. appears to have been that agents of their 
competitors were securing business by offering price concessions on lines other 
than corrugated boxes. To prevent such indirect price reductions it was decided 
that a member company could engage or retain only those agents or salesmen 
who were approved by the officers of Container Materials, Limited. The follow- 
ing resolution putting this policy into effect was passed on February 28, 19384:— 
“That all company agents shall submit to the company complete information cover- 
ing the activities of all of their agents, both salary and commission men, on a ques- 
tionnaire to be prepared by the company for this purpose. The officers of the company 
shall review all such information and determine whether the representation of the 
agents as it is constituted at the present time is satisfactory to the company, and in the 
company’s interests. 


Any representatives who are not approved by the officers of the company must be 
discontinued upon notice from the company to that effect. Agents of the company shall 
not appoint any new representative either on salary or commission until also approved 
by the officers of the company.” (Exhibit 4, p. 94) 


Once authorized in this way to sell corrugated boxes, all such commission agents 
were required to make monthly affidavits that they had maintained resale 
prices. 


2. FIXING OF PRICES 


The members of Container Materials, Limited, on September 22, 1931, 
reached an agreement to maintain a common scale of prices for Ontario and 
Quebec, accepting for this purpose the schedule already established by the 
Montreal firms. A cost committee, appointed on November 20, prepared a new 
price schedule on a higher level, which was put into effect on January 1, 1932. 


The maintenance of uniform prices for shipping containers, which as already 
stated are largely made to order, requires that associated manufacturers must 
have a common vehicle for calculating prices for the made-to-order lines. This 
vehicle had been furnished in the earlier period by the price figuring manual 
which provided standard formulae for arriving at the prices of containers of 
varying sizes and materials. Standard prices based on the price manual had 
been varied upward or downward by the use of discounts. The agreement of 
September, 1931, continued this system. The price schedule which came into 
force on January 1, 1932, was based on a somewhat different method of calcula- 
tion, but the changes that were made in no way affected the basic feature of 
the system. Under it the uniform prices fixed for all associated manufacturers 
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make no provision for differing costs as between plants or for any other individual 
factors. The arbitrary nature of the system of fixing prices is clearly revealed 
in the description given by Messrs. Jenkins and Hardy, auditors for Container 


Materials, Limited, in 1936: | 

“Take the number of square feet in the box after including one inch each way. 
Add to this 10 per cent to cover overhead in sales and a further 10 per cent on the 
resulting balance (or 11 per cent on the original total), to cover maintenance, super- 
vision, etc. 

Multiply this result by the following :— 

The cost per square foot of board plus 10 per cent to cover waste plus 20 per cent 
to cover freight and the cost of the silicate used. 

Add to the above $5.00 to cover the manufacturing, labour charge, taping cost 
and the machine charge of $3.50. 

On the face of things this tariff has been built to cover cost only and give no manu- 
facturing profit, which, of course, is far from the actual state of affairs. 

The actual percentages added in the tables vary considerably from the results 
obtained as shown by this report. 

The method of adding the first two 10 per cent items on the number of square feet 
gives a much greater result than if these percentages had been included in the multiply- 
ing decimal and based on the dollar value.” (Exhibit 22, p. 5) 


As the auditors point out, this method of pricing was not based on any 
system of cost accounting. It is scarcely necessary to emphasize that within 
the industry there was and is considerable variation in costs between different 
plants. The increase in the volume of sales in the depression years 1933 and 
1934, with this system of fixed prices, enabled most of the members of Con- 
tainer Materials, Limited, to show a profit, according to the audit of Jenkins 
and Hardy, and of course yielded substantial profits to the more efficient plants. 

In 1936 the cost committee of Container Materials, Limited, which perhaps 
should be termed the price committee, devoted a great deal of effort to changes 
in the pricing system which was being followed. Mr. F. C. Hayes in the course 
of his evidence submitted considerable historical and analytical material in an 
effort to show that prices in 1936 and 1937 were based on costs. The usefulness 
of this submission was limited because the details of the cost figures used were 
not available for examination. Although stress was laid on what were sug- 
gested as significant modifications in the formal method of arriving at basic 
prices, the net result of these changes was the substitution of one set of arbitrary 
price factors for another. One of the factors introduced at this time was labelled 
“spread,” which proved somewhat of a puzzle even to persons in the industry. 
Mr. Hayes, who seems largely responsible for its introduction, gave the following 
description in a letter dated January 25, 1937, to an officer of the Hygrade 
company: 

“T acknowledge with thanks your letter of January 23rd and am very glad to let 
you know, as much as possible, how this item of $2.09 which is called ‘spread,’ was 
arrived at. 

You mentioned that this seemed to be an arbitrary figure and, while this is true, to 
a great extent, it perhaps would be better to call it an average figure. 

Some time ago the writer went over the corrugated prices in Canada for the last 
twenty-five years and completed a summary on this entire subject. I believe that 
Mr. Munce has a copy of this and, if you would read it, it would give you a very good 
background as to how this ‘spread’ was arrived at. f 

_ However, this actual figure of $2.09 was not based to any great extent, except in 

principle, on my personal survey, but was taken from Hardy & Badden’s survey of 

costs, made slightly over a year ago. This is the survey with the pale blue cover, of 
which you have a copy. 

You will recall that this survey was done, using the sales figure as 100 per cent and 
all costs, such as material, labour, factory expense, selling expense, administrative 
expense, pool adjustments and net profit were shown in fractions of this 100 per cent. 

Using this as a basis, we transferred the percentage figures, as near as possible, into 
costs per 1,000 square feet and, of course, the catch comes in that the only figure, which 
could be arbitrarily taken, is average. 

__ For instance, in factory expense, your particular figure was around 4 per cent. The 

highest figure was practically 16 per cent, the average being 9 per cent. 
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In labour, the lowest figure was slightly over 5 per cent, your figure was 7 per cent, 
the highest figure was slightly over 10 per cent and the average 74 per cent. 

Selling expense—the lowest was slightly over 2 per cent, yours was exactly 5 per cent, 
the highest was over 9 per cent, with an average of 54 per cent. ) 

All these various costs were taken on their average and the result was $2.09. It 
necessarily follows that this cannot be accurately divided on the same basis over all 
plants. In those where their actual costs are always below the average, more of this 
$2.09, naturally, goes to profit and, in plants where the actual figure is always above the 
average, the profit section of the $2.09 is, naturally, materially reduced. 

A few plants, like your own, are in an exceptional position on this chart, but, 
probably, from an average standpoint, the figure of $2.09, which was satisfactory in 1935, 
is not to-day due, of course, to increased wages and increased costs on various raw 
materials. 

The reason that this does not show any relation between the costs of various grades 
of liner board is that this cost does not vary in relation to a reduction or increase 
in board prices, nor does it show an increase when running papers of various prices, 
except on one item and that item is the extra cost of storing a small amount of special 
grades, the cost of removing standard grades from the machine and putting on special 
grades; also, the costs on the proper trimming of paper machines, to secure these special 
grades. That is the reason that the costs of specials are increased from $2.09 to $2.51 
and $4.18, in a few isolated cases. 

With regard to your third paragraph, it is the desire of the committee to put this 
plan in operation in its entirety. 

I would say that when this report was made there was a possibility of making an 
increase in this new basis, which was not warranted by an increase in raw materials, 
consequently, it was felt that it would be rather hard to make some of the changes and 
give a logical reason for doing so. Bear in mind that there were some reductions, but, 
of course, these are easily explained to the customer. 

In view of a possible change in raw materials, it would be the writer’s opinion that 
something along the lines of this report could be put into effect with one ‘jump’ rather 
than in stages. 

One of the main aims of this report was to establish. not only for this day, but 
for the future. a stabilized system, whereby the price of corrugated cartons could be 
uniformly reached, if the price of raw materials was available. 

One of the reasons for this thought in many persons’ minds is that certain firms, 
operating both board mills and carton plants, might try to increase the price of board 
and maintain or reduce the price of cartons, making all their profit on the board and 
breaking even, or losing money on the cartons which would place the exclusive carton 
manufacturer in a very embarrassing position. 

Trusting that this information will allow you to proceed a little farther in your 
deductions and assuring you of any further information upon which I can be of 
assistance.” (Exhibit 237) 


Mr. L. F. Winchell of the Hinde and Dauch company described the activities 
of the cost committee in the following terms in a letter to Martin Paper Products, 
Limited, of Winnipeg, dated November 13, 1937:— 


“Tf you did get here, you would find that the Cost Committee is functioning pretty 
well. Most everything is based on as near fact as possible, but where there is a big 
discrepancy between equipment and organizations, there is bound to be a difference in 
cost, and sometimes it is necessary to strike an average, or an approximated average. 
I do not believe you would have much fault to find with what already has been accepted 
from the Cost Committee, but, naturally, you would have every reason to question a lot 
of it, not knowing the complete story of it . ig (Exhibit 278) 


The same emphasis on cost is not apparent in the determination of prices 
in the provinces outside of Ontario and Quebec. In British Columbia, for 
example, Canadian Boxes, Limited, which is the only manufacturer of corru- 
gated boxes, reserved the right from the outset to fix the prices which other 
manufacturers must observe in its territory. In forwarding its agreement on 
December 7, 1931, Canadian Boxes, Limited, made the following stipulation: 

“You will understand, of course, that we have signed the agreements with the full 


understanding that quotations in British Columbia are to be made only from the Price 


schedule furnished by ourselves, and not according to any Eastern schedule.” 
(Exhibit 282) 


In the Prairie Provinces, where there are only two plants, the method of 
establishing prices is not so clearly defined. Mr. Henry Hilton of Hilton 
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Brothers, Limited, one of the Winnipeg concerns and a subsidiary of The Cor- 
rugated Paper Box Company, Limited, Toronto, wrote to Container Materials, 
Limited, on April 20, 1937: 

“ According to our understanding of the agreement between Martin Paper Products, 
Corrugated Paper Box Company and Container Materials, Limited, that Martin and our- 
selves have the right to make the prices for this territory and so long as this agreement 
is in force the other agents are obliged to abide by our prices.” (Exhibit 44) 


On the other hand, A. T. Whealy, president of The Corrugated Paper Box 
Company, Limited, expressed himself as follows with respect to the determina- 
tion of prices in the Prairie Provinces: 


“The decimals in the last analysis are set by Container Materials, Limited, regard- 
less of what apparent rigmarole the things may go through to arrive at the point. 
(Evidence, p. 518) 


The two firms in the Maritime Provinces appear to have been consulted 
before prices were set for this territory. Even after January, 1936, when the 
Ontario and Quebec prices were made effective in the Maritime Provinces, their 
formal assent to new price schedules is recorded. It does not appear that any 
effort was made to establish prices in the Maritimes on the basis of the costs 
of the two Maritime manufacturers. 

The freedom of action in making price changes which has been retained 
by the Western plants is indicated by the records of Container Materials, 
Limited: 


Ontario 


Maritime Prairie British 
and Provinces(!) | Provinces Columbia 
Quebec 

RCO GSE loinc ooh wnlioa veka. ae increase....... incréease..2.... increase....... no change. 
1S ed] Sw: 50 A re OA eae Dg I | no change..... no change..... no change..... increase. 
LOOM OS tks edict «os wate este te ee ame increase....... increase....... no change..... no change. 
TMU VEEL Poet ck.:« ccaalband: RMA le ne te ae no change..... decrease...... no change..... no change. 
RY cURL OS fa de «ui dibs che egies Sep Lee ee ee increase....... increase....... increase....... increase. 
DOT CUM NAV LU OR crx sniciterns On cite eee decrease...... decrease......|no change..... decrease. 
Wcioners oases ote ee kt ats s eleleeee ae decrease...... decrease......|decrease......{no change. 


(?) From January, 1936, Ontario and Quebec prices have been effective in the Maritime Provinces. 


Regulations regarding prices are generally adopted at meetings of mem- 
bers which are described as meetings of the agents of Container Materials, 
Limited, to distinguish them from meetings of directors of the company. The 
cost committee has generally been instructed to prepare price schedules to give 
effect to desired increases or decreases in the general price level. As an example, 
the minutes of a meeting of agents on September 8, 1932, record: 

“A general discussion took place in reference to prices and the Cost Committee were 
requested to submit new schedules based on giving an advance of approximately 5 per cent.” 
(Exhibit 3, p. 101) 


At a meeting of agents on April 24, 1934, “ the Cost Committee were requested 
to submit new schedules based on giving an advance of approximately 10 per 
cent increase for the Provinces of Ontario and Quebec, prices upon approval to 
take effect May 16, 1934.” 

. No further general change in the price schedule for Eastern territory was 
made until April 23, 1937, when new prices were adopted “on the alternative 
method submitted by the Cost Committee, using decimal 66 as a basis for 
‘016 liner,” according to the minutes of February 25, 1937. Mr. Hayes had 
pointed out in a letter of January 25, 1937, already cited, that when the report 
of the Cost Committee was made in 1936 “there was a possibility of making 
an increase in this new basis, which was not warranted by an increase in raw 
materials.” Decreases in prices which were made in 1938 were put into effect 
without any preliminary discussion being recorded in the minutes. 


) 
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3. DELIVERED PRICES 


_ As a necessary corollary of the uniform price policy of Container Materials, 
Limited, no customer is allowed to secure a saving in price because of his prox- 
imity to a particular box plant. A system of delivered prices has been developed, 
supplemented by a method of figuring transportation charges for those areas in 
which no box plant is located. The possibility of variations in price by reason of 
differences in transportation charges is well illustrated in the following statement 
made in a letter dated May 4, 1934, from London Shipping Containers, Limited, 
to Maritime Paper Products, Limited: | 

“ Concerning the item of free delivery, we believe that you rather recall the cir- 
cumstances which existed in this respect in Ontario several years ago, when we first got 
together. At that time, our generally specified free delivery points were where the 
various Box manufacturers concerned were operating, but there was so much difficulty 
experienced with regard to the various freight ratings and the equalization on different 
Truck Companies, that we were reluctantly compelled to make all points delivered in 
Ontario. We believe there are two or three minor alterations on this Problem in the 
Province of Quebec, but we are quite in accord with your thought that this might just 
as well be considered delivery points all over your Province, rather than leave a loop- 
hole open for various differences in freight and cartage.” (Exhibit 277) 


On October 31, 1931, the secretary of Container Materials, Limited, issued 
the following regulation regarding delivered prices in Ontario and Quebec:— 


“Freight may be prepaid to all points provided the rate equalized on the nearest 
factory point is not over 50 cents per 100 pounds.” (Exhrbit 3, p. 9) 


This regulation was cancelled on November 20, 1931, and the following sub- 
stituted :— 
“,. . freight may be allowed to all points in the Province of Ontario and Quebec 


except North and West of and including North Bay where a maximum freight allowance 
of 50 cents per 100 pounds may be made.” (Exhibit 3, p. 10) 


-The only possibility of variation by reason of transportation charges in the 
case of the Prairie Provinces, where both plants are located in Winnipeg, arises 
out of the weight of materials used. This possibility is resolved by setting 
standard weights for shipments. The policy adopted for this territory was set 
out in a notice of the secretary dated November 2, 1932:— 


“all quotations are to be made F.O.B. destination, sales tax extra, quotations to be 
figured at prevailing Winnipeg prices, plus freight. . . . ” (Exhibit 3, p. 132) 


In British Columbia, where there is only one manufacturer of corrugated 
boxes (although one other plant manufactures solid fibre containers), the policy 
of selling f.o.b. factory, with actual transportation charges added, was adopted. 

The problem of fixing prices in the Maritime Provinces was a source of 
difficulty to the combination for a considerable period. It was resolved in 1936 
by applying the Ontario and Quebec schedule of prices to this territory. The 
first method introduced to secure uniform price quotations to customers in the 
Maritime Provinces was that of selecting certain localities as free delivery 
points and several other localities on which freight charges could be equalized. 
There are two plants in the Maritime Provinces, one at Fairville, N.B., and the 
other at Halifax. This method created the paradoxical situation whereby the 
Halifax plant could ship to Fairville and sell at a delivered price and the 
Fairville plant could do the same in Halifax, but at some intermediate points 
the customer would be charged freight. The following extract from a letter 
dated March 15, 1934, from Maritime Paper Products, Limited, to Hardy and 


Badden illustrates this condition:— 


“We have several customers located in the town of Truro and, some of them are 
objecting quite strenuously on account of having to pay freight charges equalized on 
Pictou. The trouble is that Pictou is further from any corrugated container plant than 
is Truro, but the customer whose plant 1s located in Pictou obtains free delivery, whilst 
the Truro account is compelled to pay freight charges. To bring this more forcibly to 
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customers’ attention, goods for Pictou are quite often shipped on the same truck as 
Truro orders and, of course, Truro deliveries are dropped off the truck first, on which 
freight charges are applicable. But the longer haul goes through ‘prepaid.’ Under these 
circumstances we are strongly of the opinion that Truro should be added to the list 


of Maritime F.O.B. points.” (Exhibit 277) 


Truro was made a free delivery point, but other similar questions arose and on 
June 1, 1934, a ruling was made to allow freight to be prepaid to all towns in 
the Maritime Provinces. Next it was found that Ontario and Quebec manu- 
facturers, quoting central prices with the 50 cent freight allowance to customers 
in the Maritime Provinces, were thereby quoting prices lower than the schedule 
for the Maritime manufacturers. Finally on January 138, 1936, the Ontario and 
Quebec price schedule was adopted for the Maritime Provinces with the fol- 
lowing provision for transportation charges:— 
“The same freight conditions as in effect in Ontario and Quebec will also now be 
in effect in the Maritime Provinces, namely, shipments will be equalized on either 


Halifax or Saint John, with a maximum freight allowance of 50 cents.” 
(Exhibit 3, p. 287) 


This policy of delivered prices operates to the particular advantage of a 
company which owns plants at different points, as shown by the evidence of 
G. W. Brown, vice-president and general manager of Gair Company, Canada, 
Limited. This company absorbed a number of separate manufacturing com- 
panies in 1936 and proceeded to allocate business among the various plants to 
effect all possible savings in freight charges. Mr. Brown’s evidence on this 
point is as follows:— 

“Q. In your own box factories, Mr. Brown, is there a division of orders—each plant 
being assigned the orders for the particular area in which it operates?—A. We are doing 
that more and more all the time—one of our policies is to zone the business. 

Q. You will effect large economies in freight, I presume?—A. That is the principal 
purpose and to let a plant in a given zone run the business in that zone. When we 
acquired these companies—outside of Windsor—they all had representatives in Toronto 
and Firstbrooks had representatives in the Province, and London were shipping to 
Toronto and we were shipping to London; Hamilton was shipping to Toronto and we 
were shipping beyond Hamilton and we felt, for the sake of economy we would give 
them the business in their own particular zone. 

Q. Well, haven’t the customers in these zones been charged freight—isn’t freight 
charged in the price?—A. The price is delivered—the freight is in the price. 

Q. In some of these cases you will not have any freight cost to meet yourselves? 
—A. Yes, there is always the local cartage—there is the nearby freight. There will 
be some saving, how much cannot be estimated. 


Q. It will be a saving to your company, not to your customer—A. Yes.” 
(Evidence, pp. 1240-1) 


Under conditions of competitive pricing consumers located at or near points 
of production would normally tend to purchase their box requirements from a 
local plant, while customers removed from a centre of production would find it 
necessary to pay the cost of transportation from the nearest plant. If the local 
plant advanced or upheld its prices the nearest competitor would become more 
active in seeking customers as the price differential would enable goods to be 
shipped farther afield. The fact that delivered prices are charged without trans- 
portation costs being shown, or in other words that freight is said to be prepaid, 
does not mean that such costs are not borne by the customers of box plants. 
Instead of these charges including the actual cost of shipping in each case, they 
become part of the purchase price of all buyers irrespective of their location or 
of the actual shipping costs. It is true that the higher the shipping charges 
the box manufacturer has to pay on any shipment the lower his net return, but 
as the fixed prices contain an average transportation charge this factor is not as 
important as it would be if prices were f.o.b. plants, shipping charges added. 
The result is that there is more extensive cross-shipment of products and con- 
sequently higher total transportation charges than would be the case under 
competitive conditions. As illustrated by the evidence of Mr. G. W. Brown, 
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above cited, any savings which a company can effect by confining its sales to 
its own territory will, under these regulations, be retained by the box manu- 
facturer since it cannot be passed on to the customer even though the customer 
took delivery at the factory door. 


4. ConTRoL oF Quauity: “ Non-Trst” Boxzs 


The maintenance of prices by manufacturers associated in Container 
Materials, Limited, has involved not only a uniform system of calculating prices 
but also certain regulation of materials used in the manufacture of containers. 
In part, this standardization of materials has resulted from the specifications 
established for shipping containers under the Canadian Freight Classification 
and similarly by the Trans-Atlantic Freight Conference. Considerable move- 
ment of commodities takes place also through other channels of transportation, 
including motor trucking and parcel post, which are not subject to these freight 
specifications. Containers which do not meet the railway specifications are 
referred to in the industry as “ non-test ” boxes. The establishment of specifica- 
tions for such “ non-test”’ containers has been one of the functions assumed 
by Container Materials, Limited, in its program of establishing uniform prices 
throughout the industry. 

When fixed prices for shipping containers were established for Ontario and 
Quebec on September 22, 1931, by the adoption of the Montreal schedule of 
prices, no provision was made for non-test boxes, so that if such containers were 
sold it would be at the prices set for test boxes. In the price list of January 1, 
1932, provision was made for two types of non-test containers at prices which 
were only 6-1 per cent below the price for common-size test box.1 The relative 
cost of material was shown in a memorandum of Container Materials, Limited, 
dated February 11, 1932, to be $5 per thousand square feet for a test box, $4.35 
for one type of non-test box and $3.70 for the other type. With such a slight 
difference in selling price between test and non-test boxes, in spite of considerable 
differences in cost of materials, some competition developed between the box 
manufacturers to supply a better grade of non-test box than was contemplated 
when the prices for these containers were established. 

As no definite specifications were set for the strength of the paperboard 
used in non-test boxes, some box manufacturers had the paper mills supply 
for their use a better quality paperboard than was used by their competitors. 
This situation is reflected in a letter dated December 5, 1934, from Canadian 
Wirebound Boxes, Limited, to the Brompton Pulp and Paper Company, Limited, 
a portion of which reads as follows:— 

“Tt will not be very long before all non-test materials are eliminated other than dry 
finish. This condition has arisen due to Bathurst’s very high test Kraft sheet which they 
have recently put on the market. It was felt advisable to eliminate all non-test 
materials with the exception of :009 dry finish.” (Exhibit 202) 


This prediction was based on action taken at a meeting of Container Materials, 
Limited, on November 22, 1934, when the following resolution was passed: 


“That on and after January 1, 1935, all non-test decimals for boxes are cancelled 
and eliminated, and that no caliper between -016 and -009 be used, and that -009 used 
shall be dry finish, regardless of it being kraft, chip or screenings, and that no better 
quality than -009 dry finish corrugated now in use to be supplied’. 


he ab to apply in all territory.” 
Ber casay tithe (Exhibit 3, p. 240) 


1The price of a test box 112 x 112 x 114 was $63.15 per 1,000 in January, 1932, and of a 
-test box of this size, $59.30. 
ne 2 Caliper of -016 or -009 (sometimes referred to as 16-point or 9-point ) refers to the thick- 
ness of the paperboard as determined by the use of calipers. Thus “ -016” refers to paperboard 
having a caliper measure of sixteen one-thousandths of an inch in thickness. The weight of Jute 
16-point liner board, according to present lists, is 62 or 64 pounds to 1,000 square feet, the weight 


of Fourdrinier Kraft is 47 to 1,000 square feet. 
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Further information on the competition in quality of paperboard and also 
on another reason for the elimination of the non-test container is given in a 
letter of November 26, 1934, from the Hinde and Dauch Paper Company of 
Canada, Limited, to Maritime Paper Products, Limited: 


“Tast week at Container Materials’ meeting, some of our competitors kicked on 
the quality of our -009 brown chip sheet, claiming it was too good for the purpose. As 
Bob has probably told you, all non-test decimals have been wiped out, effective as of 
January 1, and no calipers below -016 will be allowed for shipping case purposes, and 
interior packing will be limited to a -009 sheet of a dry finish and of a quality not 
superior in any way to the ordinary corrugating sheet that is now put out. This will do 
away with the -009 wet finish kraft and the -012 that has been put on the market, and 
I believe will lessen some of the troubles you have now with non-test boxes. The 
situation was growing where the -009 material was getting to be considerably exploited 
and paper mills were standing the wallop, having to furnish sheets of qualities very 
much higher than -009 normally should be. For another thing, it was going to result 
in a loss of about 20,000 tons a year to the corrugated shipping case industry, and 
it was estimated that there was a potential loss in sales value possible of better than 
one million dollars. Hence the action that was taken.” (Exhibit 277) 


The decision to remove non-test boxes from the market led to objections 
on the part of some of the box manufacturers. F. C. Hayes of Shipping 
Containers, Limited, Montreal, wrote to H. J. Badden on January 2, 1935: 

“Far be it from us to criticize any of the decisions of Container Materials, Lim- 
ited, but we are certainly inclined to think that lately there have been several matters 
being shoved through rather hurriedly. We refer first to the five minute discussion 


which eliminated the Non-Test carton and which as you know had quite a violent 
reaction at the last meeting.” (Exhibit 219) 


He wrote again on March 15, 1985: 


“For your information, we are continuing to receive strenuous protests from some 
of our customers regarding our inability to supply them with non-test containers . 4 


(Exhibit 220) 


The Canadian Wirebound company also registered some objection to the regu- 
lation, in a letter to Hardy and Badden dated January 28, 1935: 
“We are fully aware of the feeling that exists by our customers through the ~ 


elimination of non-test decimals and we believe that the matter of restoring the non- 
test decimals should be considered at once.” (Exhibit 200) 


In spite of protests from some box manufacturers and from former pur- 
chasers of non-test containers, the members of Container Materials, Limited, 
did not supply such boxes except at the prices for test containers until March, 
1936. In the interval efforts were made to get the paper mills to agree to 
supply only certain qualities of non-test paperboard. This is indicated by the 
following extract from a letter dated March 18, 1935, from Canadian Wire- 
bound Boxes, Limited, to Hardy and Badden: 


“This matter of a standard non-test carton was discussed at the meeting which 
was held in Montreal and at that time it was felt advisable to let it stand for another 
month to give the board mills an opportunity of deciding on definite standard 
materials for a non-test box.” (Exhibit 200) 


The board mills associated in Shipping Case Material Manufacturers Associa- 
tion agreed on certain standards of thickness in a resolution passed on April 
25, 1935, which reads as follows: 


“That no caliper between -009 and -016 shall be made. The quality of -009 
shall be dry finish, except when made for use other than shipping sane : 


(Exhibit 25, p. 19) 


Members of Container Materials, Limited, agreed to re-introduce the non- 
test box on March 18, 1936, when the following resolution was passed: 


Soba effective forthwith to apply for the Provinces of Ontario and Quebec only, 
a non-test box is adopted at decimal 52. Maximum test to be 160 pounds stamped 
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in a legible way non-test, with manufacturers stamp dated with the month and year 
of manufacture, and to be made to the following specification— 
Outside 9 point dry finish kraft. : 
Corrugating medium either 9 point straw or 9 point dry finish kraft. 
Inside 9 point chip. . 
This non-test box may be supplied to the Beer, Wine, Canners and Jam trade 
All other conditions as applying to test boxes to be in effect for the above.” 
(Exhibit 3, p. 291) 


A similar provision was adopted for the Maritime manufacturers a few weeks 
later, and for the Manitoba members in January, 1938. 

The materials specified in the above resolution, according to the evidence 
of G. W. Brown of Gair Company, Canada, Limited, were selected in order 
to divide the business of supplying non-test materials equally between the 
kraft and jute paper mills. It is to be noted that a maximum quality was 
established by this ruling for this type of box, which meant that boxes of the 
quality which had previously been produced could no longer be supplied to 
customers. The price of the non-test box was set in closer relationship to the 
cost of materials than had previously been the case, as the decimal established 
would yield a selling price about 12 to 14 per cent lower than for a test box. 
This differential was not as great as had existed prior to the formation of 
Container Materials, Limited, according to a statement made in a letter dated 
October 30, 1931, from Canadian Wirebound Boxes, Limited, to Hardy and 
Badden which reads as follows: 

“Under the old price schedule test cartons were 15 per cent off and non-test 30 


per cent off, and on partitions test were 15 per cent off and non-test 25 per cent off.” 
(Exhibit 200) 


The reasons in general advanced for restricting the types of non-test cartons 
were two. First, that as no definitive standards for this type of container were 
established by any regulatory body, such as the Board of Railway Commis- 
sioners, the user had no protection against the possibility of being supplied with 
inadequate shipping containers. Secondly, as there were no definite specifica- 
tions for the materials to be used in the manufacture of non-test boxes, the box 
manufacturer would be required to carry in stock a large supply of paperboard 
of various kinds in order to meet possible demands of his customers. In a 
market where the determination of price is left to competition among possible 
suppliers, the increase in standardization of materials and products offers some 
advantages in the way of lower costs of manufacture tending to produce reduc- 
tions in selling price. When, however, prices are not set through competition in 
the market, such savings as may result from standardization are less likely to 
be passed on to the customer and more likely to be retained by the supplier in 
the form of profits. In the case of this industry the attempt has been made to 
discourage the use of non-test boxes in order to retain trade for what is con- 
sidered the more profitable manufacture of more expensive containers. It can 
hardly be contended that decisions of this character can be safely left to the 
discretion of one interested group with assurance that the public interest will 
at all times be protected. 


5. Quantity Discounts 


As the manufacture of shipping containers is to a large extent a machine 
operation, there are certain reductions in unit costs as the volume of production 
of the same article increases. No evidence was found to indicate the actual 
extent of such reductions or the limits within which they can be effected, but 
that containers can be made and sold more cheaply in large quantities than in 
small has been recognized in the industry by the granting of quantity discounts 
on large orders. 

Prior to the formation of the Canadian Corrugated and Fibre Box Manu- 
facturers Association in 1929, it had been a practice to charge $1.00 extra on 
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orders of less than one thousand boxes and to give a discount of 5 per cent on 
orders of one carload or more, a carload averaging approximately 15,000 boxes. 
To the box manufacturer the advantage of large orders les not only in the 
saving in manufacturing costs but also in lower freight charges for carload 
shipments, since boxes are now sold on a delivered basis. 
Under the schedule of prices fixed by the Canadian Corrugated and Fibre 
Box Manufacturers Association a detailed scale of discounts was set up. The 
regular price was charged on orders of 1,000 to 2,000 boxes, and discounts up 
to 5 per cent were given on larger orders. The 5 per cent discount, as before, 
applied on carload orders. On orders of less than 1,000 boxes extra charges were 
added, amounting to as much as 25 per cent on orders of less than 100 boxes. 
When the agreement on prices was first re-established under the present 
combination, no provision was made for quantity discounts and none was 
allowed. This situation was maintained until June 16, 1933, when a regulation 
was adopted at a meeting of agents of Container Materials, Limited, providing 
for quantity discounts:— 
4 . where orders are given by one buyer for any one size and style of box for 


complete delivery within seven days, and where the order requires at least the quantities 
set out hereafter. The discounts as noted may be allowed off the present tariff prices:— 


Quantity discounts 


33 % 5% 
All corrugated and solid fibre boxes except 
PoC UOSUT SE Ny gi taped «ky RR Le 125,000 sq. ft. 250,000 sq. ft. 
°100 and over fibre and 275 corrugated 
regardless of construction............. 85,000 sq. ft. 170,000 sq. ft.” 


(Exhibit 3, p. 164) 


The discount for 125,000 sq. ft. or one carload was established under this 
regulation at 34 per cent, whereas an order of this size when quantity discounts 
had previously been in effect was given the larger discount of 5 per cent. These 
quantity discounts were made applicable in all territories except British 
Columbia. 

The earlier system of making extra charges for quantities under 1,000 boxes 
was not re-introduced, but the addition of certain fixed charges in calculating 
the price of boxes had a similar effect on orders of less than 1,000 boxes. On 
orders of less than 100 boxes the unit price is approximately 50 per cent higher 
than for 1,000 boxes, and the price is about doubled on orders of less than 
50 boxes. 

The regulations governing quantity discounts to be granted by the manu- : 
facturers participating in the program of this combination allow no discretion 
to the individual manufacturer to vary his terms to meet the requirements of 
his own business. Even if a manufacturer would find it profitable to grant 
discounts on large orders of less than one carload, he has no power to do so. 
Under the same system of regulation he cannot allow a greater discount than 
5 per cent on orders of more than two carloads, even if economies in the supply 
of such large quantities would enable him to offer a larger discount. The manu- 
facturer is also bound by the limitation that in order to qualify for quantity 
discounts orders must be for complete delivery within seven days. One manu- 
facturer associated with Container Materials, Limited, but not bound to observe 
this limitation because of prior sales contracts, allows quantity discounts on 
orders deliverable within much longer periods. 


6. SUPPLEMENTARY ForMs oF Prick ContTRoL 


Once uniform prices were established for the products covered by the agree- 
ment with Container Materials, Limited, measures were adopted to prevent any 
concessions in price being made in other ways. 
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Printing Charges 


_ Although the printing of shipping containers is combined with other opera- 
tions in their manufacture, it has been the custom in the industry to make a 
separate charge for printing. The first price schedule established by Container 
Materials, Limited, continued the rates previously in effect since the item in 
the price list dated January 1, 1932, reads:— 


“Printing charges $2.50 and $3.00 net (as before).” 


This regulation required that a charge of $2.50 per thousand or smaller 
quantity be made for cartons printed in one colour, and $3 when the carton 
was printed in two colours. On January 8, 1932, this regulation was amended 
to provide that for printing in more than two colours a charge of $3 per thousand 
be made for each additional colour. These printing charges were made effective 
for the Prairie Provinces in June, 1932, but the sole manufacturer in British 
Columbia pursued his own policy in regard to the extra charges for: printing. 
The price list of October 1, 1932, continued the same charges for printing, 
but rates of $6 for three colours and $9 for four colours were set out in the 
schedule. 

No further change was made in printing charges until May 16, 1934, when 
the following rates were set:— 


One colour: ORS oc, JER Pe re 28a $ 3.50 
Two: colours. 35. eked). ale Ges Hee eA 4.50 
"Three: colours. bi giws .. ae wen one Peek eae sh 7.00 
Gut’ “COUSUES fcc Re are ee EE ALO eee 10.00 


From this time on there was continued discussion among members of 
Container Materials, Limited, as to the basis of setting printing charges. As long 
as such charges were based merely on the number of colours used, it became 
possible for competition to develop among manufacturers in providing more 
elaborate printing on cartons. Under the control of Container Materials, 
Limited, no manufacturer could quote a price lower than any other manu- 
facturer, but one factory might give more printing for the same money. Such 
concessions tended to become a disturbing competitive element in the price- 
controlled market. A memorandum dated October 22, 1936, secured from the 
Gair company, indicates that the matter of printing charges had become a 
live issue by that time:— : 

“In connection with the report, there was considerable discussion about such items 
as printing. Some members do not want to increase their prices for printing and wish 
to leave them on the low level and attempt to give the customers as much ink as 


possible. The result of this part of the discussion is that at the next meeting everybody 
is to bring some method or means of a fool-proof system of estimating ink.” 


(Exhibit 118) 
As Mr. Brown of the Gair company expressed it:— 


“You couldn’t agree not to compete on boxes and agree to compete in ink.” 
(Evidence, p. 1181) 


A new system of calculating printing charges was established on June 23, 
1937, which provided:— 


“ All printing charges to be based on the number of 4” squares called units involved 
in the printing set-up.” ' (Exhibit 3, p. 391) 


This regulation fixed the minimum printing charges for one colour at $3.75 
compared with the previous general rate of $3.50, and provided for higher 
charges depending on the area of the surface printed. 

The chief argument advanced in support of this considerable advance 
in printing charges was that the previous rates had_not covered the printing 
costs involved. Inasmuch as the prices fixed under Container Materials, Lim- 
ited, have been profitable to the manufacturers, the claim of inadequate charges 
for one operation in the process of manufacturing does not justify an advance 
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in prices. The sole manufacturer of corrugated boxes in British Columbia has 
not found it necessary to increase the charges for printing which were fixed 
in March, 1933, at $3 per thousand for one colour and $4.50 per thousand for 
two colours. It is evident that costs of printing, in common with other manu- 
facturing costs, must vary among different box factories, and only an arbitrary 
method of fixing charges could produce uniform rates for this operation. 


Other measures 

The possibility of price concessions through the purchase of scrap material 
fram customers was barred by resolutions of December 17, 1931, and March 8, 
1932. 

The custom of some manufacturers in loaning stitching machines to cus- 
tomers who might use them to put together certain types of boxes was frowned 
upon in a resolution adopted on February 11, 1932, and definitely prohibited by 
a regulation passed on April 15, 1932. 

Sometimes the box manufacturer supplies his customers with gummed paper 
tape or silicate to be used in sealing containers after packing. Under the 
regulations of Container Materials, Limited, uniform prices are set for such 
products when sold by members of Container Materials, Limited. 

In the box industry, as in most industries, imperfect or sub-standard 
boxes are sometimes inadvertently produced. Such imperfect products are” 
usually sold as “seconds.” Prior to the formation of the present combination, 
box manufacturers had sold their “seconds” as job boxes, but on June 2, 1932, 
it was decided 


“That on July 31, 1932, sale of job boxes or seconds shall be discontinued, and 
after that date no further sales or deliveries to be made.” (Exhibit 3, p. 93) 


The amount of revenue from the sale of such boxes was not ascertained. Since 
1932, however, the only recourse of the manufacturer with odd lots of boxes 
on his hands has been to scrap them. The reason for prohibiting the sale of 
job boxes is given in a letter of September 1, 1932, from Container Materials, 
Limited, to Maritime Paper Products, Limited:— 


“In answer to the question of selling cartons that were made in error at less 
than the regular prices, we do not understand your trying to do this, they should be 
scrapped, otherwise it provides a loophole whereby considerable price cutting could be 
indulged in, and it has been decided here that the only thing to do is to scrap any 
such boxes rather than demoralize the whole industry, particularly if a customer 
wanted a box somewhat over the size in question, the difference between the price 
that you would be willing to sell him the ones you have in stock, and the schedule 
prices on the other size would be so great that it would invite criticism.” 

(Exhibit 277) 


Corrugated boxes are sometimes supplied with partitions which in cer- 
tain cases are not required to be the full height of the container. The price 
list issued by Container Materials, Limited, on January 1,1932, required “ all 
partitions to be figured full heighth.” This ruling was held to apply to parti- 
tions which might be supplied for wooden boxes but on November 15, 1932, 
an exception was made by a ruling that “ where partitions are figured for use in 
wood boxes the actual dimension furnished by the customer shall be used for 
figuring purposes instead of full heighth.” The regulation regarding the pric- 
ing of partitions has been continued and appears in substantially the same 
form in current price schedules. On February 4, 1936, a resolution was passed 
“ that partitions are to be figured height of article .... .. ” but this was rescinded 
on February 19, 1936. 

The development of methods of control by Container Materials, Limited, 
has been traced in considerable detail because it appears to represent a pro- 
gressive assumption of group control over the sales organizations of the mem- 
ber companies arising as an outgrowth of the basic agreement to maintain 
uniform prices. The extent of the control which has been exercised, and the 
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formal and exacting nature of the checks which have been adopted to render 
it effective, mark this important industry as one under monopolistic control, 
a control which leaves other interests which are affected by its policies with little 
influence in the determination or revision of these policies. 


7. PrRicks AND PRoFITS 


The trend of corrugated box prices in the period prior to the formation of 
Container Materials, Limited, is indicated in Section II of this report. Under 
the agreement of the manufacturers in the Corrugated and Fibre Box Manufac- 
turers Association, prices of shipping containers were held unchanged from 
October, 1929, until the break-up of the association early in 1931. After the 
establishment of price-fixing arrangements under Container Materials, Limited, 
prices were advanced from the level resulting from the active competition of 
1931 by increases in 1931, 1932 and 1934. From May, 1934, until April, 1937, 
no general change was made in the uniform price list used by each manufac- 
turer participating in the combination. 

Prices of liner board and strawboard prior to the formation of Shipping 
Case Material Manufacturers Association in 1935 are reviewed in the discus- 
sion of this organization in Section VIII. After a slight increase in May, 1935, 
no changes in liner board and strawboard prices were made until April, 1937, 
when higher prices were put into effect. Price changes in both corrugated boxes 
and container paperboards have tended in recent years to take place almost 
concurrently and to approximately the same extent. 

As prices of corrugated boxes vary with changes in such features as the 
size and style of box and the quality of the material, no general unit price can 
be given. It is the practice to refer to the prices of corrugated boxes in terms 
of the basic decimal from which prices are calculated for a lap-end box of 
16-point liner board. The price of a box 113 x 113 x 114 was used by F. C. 
Hayes to illustrate the trend of prices in recent years. 

Comparison of prices of corrugated boxes in Canada and the United States 
presents considerable difficulty because of the made-to-order nature of the 
products. Representatives of the Canadian industry claimed that direct com- 
parison could not be made since the qualities of materials used in Canada were 
generally higher than in the United States. While it is true that the same 
railway specifications are in use in both countries, until very recently Canadian 
paperboards of similar minimum test qualities have been heavier for corre- 
sponding grades, and some lightweight boards which have been introduced in 
the United States have not been accepted in Canada. Although these diffi- 
culties would prevent any direct comparison of actual prices in Canada and the 
United States, unless a detailed examination were made of the respective prod- 
ucts and prices, it is clear that the trend of prices in the latter country has 
been a factor of major importance in influencing price changes in Canada. In 
the following table an index of prices of corrugated containers in the United 
States is given, based on information prepared by “Fibre Containers,” a lead- 
ing American trade journal, much of which appears in its number for August, 
1938. The limitations mentioned above should be borne in mind in comparing 
this index with that for Canada, which, since 1931, represents the prices fixed 
by the Container Materials combination for a typical corrugated box of 
16-point liner board. 
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TABLE 10.—TREND OF PRICES OF CORRUGATED BOXES IN CANADA AND UNITED 
STATES, 1926-1938 


——— 


Canada (1) Index 
cee ee (1926= 100) 
Year Decimal Price a 
used by per 1,000 boxes Canada United 
C.M.Ltd. 112x113x11} States 
$ 

A td | REIMAN ea EOP, ARR “SAP: SS Re 274 8 A 1D 107 .40 100-0 100-0 
ON Al A a le U0 OPI MN a S| Ae SR 107 .40 100-0 102-7 
eee ees wine  ERERC CUR RE al eee TAPER RA ass EE 107.40 100-0 90-0 
RA eRe Ros a BEd ce Shee kg eR ee A we 107 .40-92 .20 85-8 75-9 
PO ee ae eb ee See Ee Aen eA 92 .20-66 .90 83-8 68-0 
ph! ch AREY ELS eae AA TaN ROD (Mek Sep ROB ONT Alot sd San Cora 56 .80-63 .15 54-9 53-2 
UE ak ORIG LOR at SWEAR toe 2 ROT aalarcad HOE Cen AO A) 53-55 63 .15-65.10 59-3 43-0 
Lea Le geet Penta hos «hon a ee 55 65.10 60-6 48-9 
LOB a. eee kA Adak he atti 6 PEON GEM 55-60 65.10-69.95 64-6 65-0 
NCI tot Renee: ciate eed Naat: Bemmeote bite d 09 Se: 60 69.95 65.1 60.6 
IOS pee ees es ea a te oe A 60 69.95 65-1 57-8 
DOD RA 42 hb. 9 cia haek bts aN ER Coa oh 60-66 69 .95-75 .75 69-2 63-1 
POSS ee). te. eh eee eed bo bo eae 66-48 75.75-58 .35 63-3 52-7 
DO so, URE ale, yt, Ve tan te ae es |) ante 66 75.75 (UBS SA 0 
LOSS Aer OUST, OCLC ib beh ge) ay, 60 69.95 Gi: Bi. |. ilo, VE 
DCEO MORE Aas. ibe P ie fae OM Lo aha 8 48 DS. oo 54-4 49-1 


(1) Where two sets of figures are shown for one year a change in price was made during the year. The 
first figure represents the fixed price at the commencement and the second figure the price at the close of 
the year. 


From this table it will be seen that except for the years 1927 and 1934 the 
average level of prices in the United States has been lower, in relation to prices 
prevailing in 1926, than the level of prices in Canada on the same basis. The 
marked decline in the general level of prices of corrugated boxes in both Canada 
and the United States must be viewed in relation to the fall in the prices of ma- 
terials, and, more especially, in relation to the large increase in the volume of 
production of shipping containers, as described in Section I of this report. The 
increase in business from 1932 to 1937 has meant increasing profits for Canadian 
corrugated box manufacturers, which is shown by the results of the surveys 
which Jenkins and Hardy have made of the operations of the members of the com- 
bination in Ontario and Quebec. While no detailed examination has been made of 
the methods followed by Jenkins and Hardy in preparing their reports, the results 
of their surveys may be taken as indicative of the trend during the period under . 
review. The following table gives the principal results reported by Jenkins and 
Hardy in regard to the earnings of the associated companies operating in Ontario 
and Quebec. These figures represent the companies’ calculated earnings on this 
class of business after payment of income tax, and, in the case of quota members, 
after pool tax adjustments: © 
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TABLE 11.—NET PROFITS OF CORRUGATED BOX MANUFACTURERS IN ONTARIO 
AND QUEBEC, INCLUDING BOTH QUOTA AND NON-QUOTA COMPANIES ASSO. 
CIATED WITH CONTAINER MATERIALS, LIMITED, 1931-1937. 


a ee 


Profit or Net Profit on Sales 
Invested Loss on 
Year No. of Capital Net Profit | Invested Total ie Range 
Firms (including or Loss Capital Sales biel by companies 
bonds) (including | , pet — 
‘a bonds) mde TNA's, + High 
$ § % $ % eal dahab 
are Siforeiss 13 3,020,023 (406,779)*| (12-25)* 4,882,190} (8-33)* (29-07)*| 7-04(2) 
tS elk Ma Tap 3,461,478 | 202,205 | BBA | 5,115,254) 3-95 | (4-67)* | 12:65 
ht re 14 3,578 , 846 397 , 324 11-10 6,265, 371 6-34 (0-10)* 13-55 
i ae ne 14 3,446,615 511,335 14-83 6,869, 339 7:45 0-40 16-37 
Bea eho 11(°) 4,054,820 561, 187 13-84 8,373, 164 6-72 2-37 13-94 
1S 5 2 11(3) 4,734,721 789,278 16-67 9,711,116} 8-13 2°9R. 1} 28-12 
re Mera rae. ¢ tre eee as De ee ee 
* Loss. 


(1) No survey was made for 1932. 

(2) Only one company showed a profit. 

_@) The change in the number of firms reporting in 1936 and 1937 is due to the absorption of six com- 
panies by Gair Company, Canada, Limited, and the inclusion of two new associated companies, G. 
W. Hendershot Corrugated Paper Company, Limited, and Kraft Containers, Limited. 


Counsel for Container Materials, Limited, laid stress, during the investi- 
gation, upon the fact that for most industries using corrugated boxes their price 
forms only a minor part of the total cost of manufacturing and distributing 
merchandise. ‘Considerable statistical material was produced by F. C. Hayes 
in an effort to demonstrate the apparently inconsequential cost of shipping con- 
tainers embodied in the retail price of a number of staple articles. The impli- 
cation of the argument which was advanced would appear to be that, so far as 
the consumer is concerned, it is immaterial what price is charged for shipping 
containers, as no changes upward or downward could be reflected in the final 
price of any article shipped in corrugated boxes. Such a contention disregards 
the fact that it could be applied with equal force to any relatively minor item 
of total cost of a single delivered product, and that the cumulative effect of 
changes in such items of cost in any industry would inevitably result in sig- 
nificant differences in total cost. This condition applies to the corrugated box 
industry itself as well as to firms buying corrugated boxes in connection with the 
supply of consumer goods. The prices of all such goods sold to other firms play 
their cumulative part in determining the price at which sales will be made at 
retail to the consumer. The inter-relationship of prices and the fundamental 
importance of price considerations are well set out in a memorandum issued by 
the National Industrial Recovery Board of the United States at a time when 
the proponents of industrial price control were most active: 


“The price of an article holds a strategic place. It is the center of a competitive 
struggle between rival firms. It determines the maximum costs—which involve prices 
of other products—which may be safely incurred in its production. It is the link by 
which a commodity is bound to other commodities in a great competitive economy. 
It is a dominant condition of the competition of industries for raw materials and for 
markets for finished products. A price of a commodity is affected with an interest to 
an industry, to the industrial system, and to the general public. 

A price does not stand alone. It is inseparably interlinked with a multitude of 
other prices. The need for keeping its inter-relations fluid forbids a price—except 
for imperative reasons—to be frozen into so inflexible a form as a cost formula. In : 
program of recovery a flexible price 1s a valuable instrument in the correction 0 


: : : E 
industrial maladjustment. 
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That the price of corrugated boxes may influence the prices of other products 
is borne out by a comment in a letter dated March 21, 1936, from Maritime 
Paper Products, Limited, to the Montreal office of Hardy and Badden:— 


“One of our customers informs us that an official of one of the Montreal Glass 
companies told him, in answer to his inquiry of why the glass company was able to 
make reductions in their prices, that it was partly because of the fact that they were 
purchasing their corrugated containers for less than previously.” (Exhibit 277) 

The reduction in this case resulted from the re-introduction of the cheaper 
non-test containers. The importance of the price level of corrugated containers 
as a factor in the costs of users of such shipping cases is indicated by the volume 
of sales of the industry in 1937, which were in excess of $10,000,000. A variation 
of 10 per cent in price on this volume would be of the magnitude of one million 
dollars, which although spread over many users of boxes would nevertheless be 
an item of some significance in the economy as a whole. A change of more than 
20 per cent in price resulted from price reductions during the year 1938, occurring 
mainly during the period of this investigation and following price reductions 
in the United States. 


8. Norge on Customs DutTIEs 


In addition to activities connected with the enforcement of the price agree- 
ments, Container Materials, Limited, has been utilized as an association to 
further in other respects the interests of the parties to this combination. Com- 
mittees from Container Materials, Limited, have dealt with freight associations 
in efforts to secure wider approval of corrugated and solid fibreboard containers 
by transportation companies. The organization has also taken an active part 
in customs tariff matters. 

Prior to 1930 there seems to have been little concern in the industry with 
respect to tariff protection on shipping containers or on materials for its manu- 
facture. 

Throughout the period from 1906 to September, 1930, customs tariff duties 
applying to importations of corrugated and solid fibre boxes remained unchanged. 
Such imports were classified under item 199, the general paper manufactures 
item, for which the rates of duty were:— 


British’ “Prererential Aes. ote fe ea 224 per cent 
Intermediater si). iia dts Oo ss eee oe at eorte 324 per cent 
Crenera he cialis ested: teeta sm coh eee wesc ay SLE, 35 per cent 


Paperboard materials for the manufacture of these classes of containers entered 
during the same period under a general paperboard item on which the following 
rates of duty applied: — 


British Préferentyal 2 RA eie AE ee oo 15 per cent 
Intermediatenrian «fo ceteris hoe eee od ands 224 per cent 
Cetera Le a cls, ey eae ced oe, 4 Ae 25 per cent 


On September 17, 1980, a separate tariff item, 199b, was established for 
“containers of corrugated or laminated fibreboard” with specific duties of 1, 14 
and 14 cents per pound under the British preferential, intermediate and seneral 
tariffs respectively. In the following year the wording of the new item was 
changed to read “containers wholly or partially manufactured from fibreboard 
or paperboard ” with the same specific rates of duty, but with an added pro- 
vision that the rate of duty under the general tariff should not be less than 
35 per cent. This provision was included because of the fact that set-up and 
folding boxes, which are relatively light in weight, were included in this tariff 
item. The specific rate of duty tended to be the effective rate in so far as 
shipping containers were concerned, as the duty of 14 cents per pound or $30 
per ton would exceed 35 per cent whenever the value of imported containers 
was less than $87 per ton. Since 1931 prices in the United States, the principal 
source of imports, to which the general tariff applied until January 1, 1936, have 
generally been below this level for most types of shipping containers. 
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, Rates of duty on materials for the manufacture of shipping containers 
remained unchanged from 1906 until 1931, when the rates under the intermediate 
and general tariffs were advanced to 25 per cent and 35 per cent respectively. 

_ The customs duties as outlined above were supplemented from September, 
1930, by the establishment under the provisions of section 36 of the Customs Act 
of minimum valuations for certain shipping case materials, and in 1932 for 
containers as well when Imported from the United States. As these valuations 
for duty purposes, from the time of their establishment in 1930 and 1932 until 
the adoption of the N.R.A. codes in the United States in 1933, were generally 
higher than market prices in the United States, they served to increase sub- 
stantially the duties applicable to such imports and to curtail importations 
from the United States. 

_ The actual level of duties on corrugated shipping containers prior to the 
United States Trade Agreement of 1938 is suggested in a letter from Consumers 
Glass Company, dated March 23, 1936, part of which reads as follows:— 

“ Despite the fact that we have approached the carton manufacturers in a friendly 
way in an endeavour to work out a cheaper carton to compete with American competi- 
tion, it is now quite obvious to us that the carton companies are just toying with our 
problems and intend to continue to take full advantage of the 50 per cent duty their 
industry enjoys. The exorbitant prices paid for cartons in Canada at this time is a 
very serious handicap to this industry and if satisfactory price arrangements cannot be 
arrived at between the two industries in a friendly way, we will have no other alternative 
but to take more drastic measures in the future.” . (Exhibit 118) 

Mr. G. W. Brown of the Gair company was questioned on the 50 per cent 
duty mentioned in this letter:— 

“Q. Would their estimate of fifty per cent duty not correspond pretty closely with 
the estimate that was worked out in that letter from Mitchell that came to forty-six per 
cent on some items?—A. Pretty generally, that is correct Mr. Commissioner—forty-five 
to fifty per cent is the usual—it depends upon the variation in the American price if it 
gets low enough—as I told you, on my trip to the States, fifty per cent now. Of course 
that is on major tonnage business.” (Evidence, p. 1174) 

Imports of shipping containers and of container materials have supplied a 
very small part of the Canadian market for these products since 1930. In 1937 
the value of all paperboard containers imported, including folding and set-up 
boxes as well as corrugated and fibreboard shipping containers, amounted to 
approximately $500,000; whereas in that year the value of these shipping con- 
tainers produced in Canada amounted to nearly $11,000,000. Importations of 
the principal paperboard materials reached a total of only 615 tons against a 
domestic production for Canadian use of over 118,000 tons. The available 
figures for imports are shown in the following table:— 

TABLE 12—IMPORTS OF ALL TYPES OF PAPERBOARD CONTAINERS 

AND OF CERTAIN PAPERBOARDS, 1930-1938 
—————————— EEE 


Containers 

wholly or AC ee Ret ee 

factured from fibreboar es oard or 

+ Seoul or paperboard Kraft Board 
ee $ Tons 
sR Shih: age 1,151,570 2,934 
DOM Ck a: 715,007 6,008 
ESS Sa REC a, RO ee 567,090 1,153 
L933 .% 358,495 oan 
eG a ta ties 283,547 121 
Deere) aia: Ae), Su ee DR aes 267,152 670 
vg 0 ORIEN Sa ie CIR BP ta 387.629 560 
rer At hee oe 9) iH if 

eee se Saar (hie bie nies” 451,150 2,428 (1) 


ey. ay eae Se Me EN 
_ to importations from the United 
to secure its supplies from 


oo 2 eee 
7 1 ¢ Craly 1 ) Hi aly 
1) The increase in 1938 was due largely, if not entire ; - im: 
Bs be Shipman Boxboards, Limited, Hamilton, which was unable 
Canadian manufacturers. 
74749—4 
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Reports of the Dominion Bureau of Statistics have not until recently shown 
imports of shipping containers separately from imports of other types of paper 
boxes. The only records thus far available show that in the nine months ending 
December 31, 1938, imports of shipping containers represented approximately 
one-third of the total value of all paperboard containers imported. In this 
period imports of shipping containers amounted to 1,661 tons, valued at $124,486; 
whereas imports of all types of paperboard containers totalled 2,899 tons, with 
a value of $337,844. 

Under the Canada-United States Trade Agreement of 1935 imports from 
the United States were admitted under the intermediate tariff. No change was 
made in the tariff item covering container materials, but for paperboard con- 
tainers a minimum rate of duty of 30 per cent was established under the inter- 
mediate tariff for which the specific rate of duty was 14 cents per pound. The 
Trade Agreement of 1938 resulted in further reductions of duties on imports 
from the United States. The rate of duty on container materials was reduced 
from 25 per cent to 224 per cent and on paperboard containers from 1+ cents to 
1 cent per pound with a minimum duty of 25 per cent. In addition, the special 
excise tax of 3 per cent was to be removed from such imports. 


VI. FINANCIAL OPERATIONS OF CONTAINER MATERIALS, 
LIMITED TO LESSEN COMPETITION 


The pooled financial resources of Container Materials, Limited, resulting 
from the original deposits made by member companies and the accumulation 
of the one per cent levy on sales, although the funds in large part are held in 
trust, have enabled the organization to undertake financial operations in several 
instances on behalf of the parties to its agreements, for the purpose of prevent- 
ing the development of competition within the industry or of eliminating com- 
petition which had developed. The first instance in which the resources of 
the association were employed in this way occurred shortly after the formal 
commencement of its operations. 


1, CoRRUGATING AND ‘ConTatner Company, Limrrep, Hamiuron 


Corrugating and Container Company, Limited, of Hamilton, had been 
established originally by Charles E. Marriott in 1923 for the manufacture of 
corrugated paper products. Mr. Marriott continued as sole owner until 1930, 
when some additional capital was brought in and the company was incor- 
porated under an Ontario charter. The company was a member of the Cana- 
dian Corrugated and Fibre Box Manufacturers Association and became a 
member of Container Materials, Limited. It was one of the smaller members, 
and was given a quota of 1-10 per cent when the latter organization was 
formed. a. 

The operations of Corrugating and Container Company, Limited, were 
unprofitable in 1931, and early in 1932 it went into bankruptcy, A. J. Hardy 
of the firm of Jenkins and Hardy acting as trustee. That this company was 
in financial difficulties had apparently become known to the industry in 1931, 
and at least one offer had been made for its purchase. Rather than permit 
the company to go into other hands, Container Materials, Limited, advanced 
the necessary funds to effect a compromise with the company’s creditors, on 
the security of a second mortgage on the property, which was owned by Mr. 
Marriott, and the hypothecation of all the issued shares of the company. 
Container Materials, Limited, assumed direction of the company, with Mr. 

ott manager. 
he eile ce were made to the company and by the end of 1934, 
according to the evidence of Mr. Badden, the combination “had about $14,000 
invested there.’ When questioned as to the reasons why Container Materials, 
Limited. should lend financial assistance to the company, Mr. Marriott said: 

"er it of them were, actively aware 

7 Well, T ee a ae See ee ai hey. among ERS. who 
a id cet it—it would be better, perhaps, left as it was then’for someone else to take 
it Rae That would be the natural thing to happen.” (Evidence, pp. 638-9) 
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(2) It has everything under its own control and can shut down if not operating at a 

rofit. ; 

(3) it has quota of Corrugated Containers Limited available to protect itself against 
loss. 

(4) It has plant, machinery and building as security of repayment for present advances 
to creditors and any further advances made for principal payments under the 
mortgage or liens on machinery. 

(5) Probable cost to Container Materials Limited should be less than leasing plant 
and paying pool on quota and, assuming the figure in discussion to be reason- 
ably accurate, might under reasonable operation in final analysis cost the Com- 
pany very little and in the event of security being ample and Mr. Marriott com- 
pleting the repurchase, would cost the Company nothing.” (Exhibit 168) 


L. F. Winchell, of the Hinde and Dauch company, while disclaiming any 
knowledge of the authorship of the memorandum, agreed that it set forth 
correctly the purpose of the transaction (Evidence, p. 1499 (a) ). ; 

Although under the terms of the agreement entered into by Container 
Materials, Limited, the association was to have the option of purchasing the 
shares of Corrugating and Container Company, Limited, on the same terms 
and conditions as any offer of purchase made for the shares by any other 
party, an agreement dated November 30, 1934, was completed between C. E. 
Marriott and Robert Gair Company, Inc., of New York, whereby the latter 
purchased the shares of Corrugating and Container Company, Limited. No 
notice of this agreement or of the negotiations leading up to it was given to 
Container Materials, Limited, although Mr. Marriott informed Mr. Badden, 
in conversation, that he intended paying the indebtedness to Container 
Materials, Limited. Rumours of the transaction did, however, reach the direc- 
tors of Container Materials, Limited, and on December 21 Mr. Badden 
was instructed to approach Mr. Marriott and make him an offer. On J anuary 
24, 1935, Mr. Badden reported to the directors that he had interviewed Mr. 
Marriott and his solicitor and had offered, on behalf of Container Materials, 
Limited: 

(1) To purchase the shares of Corrugating and Container Company for $25,000.00. 


(2) To lease the property occupied by the company from Mr. Marriott for five years 
at a monthly rental of $200.00. 


(3) To tender Mr. Marriott an employment contract for a five year period at an 
annual salary of $4,000.00. (Exhibit 4, p. 114) 


This offer was approved by resolution of the directors and formally confirmed 
to Mr. Marriott in writing the following day (Exhibit 65). On February 12, 
1935, Mr. Badden reported the purchase of Corrugating and Container company 
by Robert Gair Company, Inc., and was instructed to give a release of the 
stock upon payment of all outstanding obligations due Container Materials, 
Limited (Exhibit 4, p. 116). It is not clear whether or not the offer of Container 
Materials, Limited, was made before the members became aware of the impending 
purchase by Robert Gair Company, Inc. Mr. Badden stated that the offer 
would have been made in either case as “our idea in making that offer was 
following the terms of that agreement and we had the right to do that” (Evidence, 
p. 668). 

The purchase of Corrugating and Container Company, Limited, by Robert 
Gair Company, Inc., resulted in this plant becoming one of the branches of Gair 
Company, Canada, Limited, which assumed the obligations and undertakings 
between its predecessor companies. and Container Materials, Limited. 

The activities of Container Materials, Limited, in connection with Cor- 
rugating and Container Company, Limited, give some indication of the advan- 
tages which the combination found in establishing itself as an incorporated 
company rather than as a voluntary trade association. It is evident that much 
greater difficulty would have been encountered in conducting such financial 
operations under a voluntary association than through the medium of an incor- 
porated body such as Container Materials, Limited. 
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2. KitcHENER Box Company, KrrcHener, ONTARIO 


Kitchener Paper Box Company, a member of Container Materials, Limited, 
went into liquidation in 1932 and the trustees called for a sale by tenders 
which were to be opened on May 19, 1932. On May 11, H. J. Badden sent a 
circular letter to members of Container Materials, Limited, giving details of 
the sale and stating “ We shall be glad if you will please advise us if you think 
we should arrange to make an offer” (Exhibit 200). A.M. Dunn, vice-president 
ie managing director of Canadian Wirebound Boxes, Limited, in his reply 
wrote :— 


“In view that tenders are to be in prior to May 19th, I would like to suggest 
that you arrange to call a quick meeting say in Toronto of six to eight of the largest 
Corrugated manufacturers, and get their views on what should be done. If this Group 
thought it advisable to put in a bid, I feel confident that it would be finally approved 
by the whole Group.” ts (Exhibit 200) 


There is no record in the minutes that this proposed meeting was held or 
that any offer was made for the Kitchener Paper Box Company. The plant 
was purchased by A. R. Kaufman, of Kitchener, who established a new company, 
Superior Box Company, Limited, whose relations with the combination are 
discussed in section VII of this report. 


3. BuitpInc Propucts, Limirep, AND QuEBEC PareR Box ComMPaANy 


Building Products, Limited, manufacturers of roofing and insulating products 
and other building materials, commenced the manufacture of solid fibre shipping 
cases at its branch at Portneuf, Quebec, in 1928 or 1929. Its plant was the first 
to manufacture this type of container in the province of Quebec. The Hinde 
and Dauch company soon followed by commencing the manufacture of solid 
fibre containers at its branch plant in Montreal, which had been secured with 
the purchase of the Thompson and Norris Company in 1928. Solid fibre 
containers, as the name implies, are made from a solid sheet of layers of paper- 
board, in contrast to the corrugated sheet which is made up generally with a 
corrugating medium interposed between two sheets of paperboard. The solid 
fibre container is heavier than the corrugated carton and comes into more direct 
competition with wooden shipping cases. : ; 

When Building Products, Limited, commenced the manufacture of solid 
fibre containers it did not become a member of Canadian Corrugated and Fibre 
Box Manufacturers Association, and its activities were apparently a matter of 
some concern to the members of that association. On December 10, 1929, 
A. T. Whealy, Corrugated Paper Box Company, Limited, Toronto, in a letter 
to F. C. Hayes, Shipping Containers, Limited, Montreal, said, in part:— 

“Another feature which should be taken into consideration is the fact that Hinde & 

Dauch, apparently not being up to their pool quota of sales, are placed in the position 

of being able to profitably go after all the lower price business due to American com- 

petition and Building Products competition, which they are doing to the best of their 
ability, and with the consequent result that a great number of accounts are going to 
be treated as specials, and a great number of these specials are going to affect accounts 

which do not now have to be treated as specials.’ (Exhibit 226) 


Before the breakdown of the price agreements of the amie ote test 
tion, however, Building Products, Limited, was co-operating in the main- 
tenance of common prices. Mr. Badden gave evidence as follows:— 

“A. Building Products were co-operating with us at that time. 


99?—A. No, in December, 1930. | 
24 Wore they members of your association?—A. They wer 


were co-operating with us at that time.” : 
also shown as being represented at the meeting of the 
box manufacturers held on September 22, 1931, at ‘i the Sarai ta 

j Materials, Limited, were agreed upon (14xhibit o, p. +). 
ee tany cae become a shareholder of Container Materials, Limited, 


e in for price—they 
(Evidence, pp. 2101-2) 
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or enter into the “purchase” and “agents” agreements (Evidence, p. 124) 
It did contribute to the expenses of Container Materials, Limited (Exhibit 4, 
p. 914), and furnished a cash bond as a guarantee that it would maintain prices. 

Building Products, Limited, was dissatisfied, according to the evidence of 
members, with the relationship between prices of corrugated and fibreboard 
boxes as they were manufacturers only of the latter. At one stage it announced 
that it was considering engaging in the manufacture of corrugated boxes in com- 
petition with members of Container Materials, Limited. Having been unable 
to obtain a satisfactory adjustment of prices in 19382, it requested the return of 
its deposit and a minute of a meeting of the directors of Container Materials, 
Limited, held on September 8, 1932, authorized this return (Exhibit 4, p. 76). 
In this connection, C. J. Munce, president of Hygrade Corrugated Products, 
Limited, London, gave evidence as follows: 

“Q. Do you remember why you opposed the motion to return the deposit?—A. They 
put up their deposit. They always claimed that fibreboard boxes were not sold high 
enough to make q profit and they were always sore and bringing it up at every meeting, 
and accused our agents around there of keeping the price of solid fibre products down 
so they couldn’t make a profit—that was the bone of contention all the time Building 
Products were in the Association. 

Q. They were only manufacturing fibreboard at that time?—A. Yes. 

Q. Were they considering manufacturing any other type of container?—A. They 
threatened us with it that they would manufacture corrugated. 


Q. Was it brought up at meetings?—A. They threatened us with it at the meet- 
ings.” (Evidence, pp. 837-8) 


On this point Mr. Badden’s evidence was as follows: 


“A. The reason that Building Products resigned from the arrangement was that our 


prices were too low. 
Q. Were they obliged to quote your prices?—A. No, they were not obliged to, 
but they continuously complained of the prices quoted and finally they got out. 
Q. But they could have quoted higher prices?7—A. Yes, but that is the reason. 
Q. It isn’t recorded—where did you get that information?—A. From them. 
Q. But it isn’t recorded in the minutes?—A. No, but they came to the meeting 


and complained that the prices quoted were too low. 
Do you recall those discussions?—A.I recall some discussions where their ~ 


deposit was returned. We didn’t object to it. If a man isn’t going to work with you, 

you might as well turn him loose. 

Q. Do you remember their reasons?—A. I believe there was some complaint that 
the price in general was too low, and their other complaint was that corrugated sold 
under fibre, and there were too many accounts being taken away from them.” 

(Evidence, pp. 1989-90) 
Some form of “ co-operation,” however, would appear to have continued until the 
spring of 1933, as reference is made in the minutes of a meeting of the directors 
of Container Materials, Limited, held on May 12, 1933, to a letter having been 
received at that time from Building Products, Limited, “notifying this Company 
of its withdrawal from any arrangements” (Exhibit 4, p. 86). 

Mr. Winchell of the Hinde and Dauch company wrote Building Products, 
Limited, on February 15, 1932, suggesting a conference with a view to working 
out some arrangement whereby Building Products would turn Over its box 
business to the Hinde and Dauch company and in return Hinde and Dauch 
would purchase a corresponding tonnage of board from it (Exhibit 170). This 
meeting took place but Building Products were not interested (Evidence, p. 
1517). Further negotiations apparently continued at the instance of Hinde 
and Dauch between the office of the Hinde and Dauch company in the United 
States and Mr. McNeil, managing director of Building Products. These were 
terminated by Mr. McNeil on March 17, 1933, in a letter addressed to J. H. 
Macleod, vice-president of the Hinde and Dauch company at Sandusky, Ohio 
from which the following is taken: Bons 

“Our company has carefully consider ippi i i 
and we have definitely reached the irae prehensile Aad 


at this time that would discontinue the o erations of : : 
sain ortnent| p our present box-making plant 
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The very fact, however, that your company saw fit to approach our company with 
& proposition which was intended to be a plan which would work out to our mutual 
advantage causes me to feel that there may be some other plan upon which our respec- 
tive companies could agree; for example, your company might be willing to discontinue 
making and promoting the sale of solid fibre shipping containers in this Eastern mar- 
ket. You may recall that at the time our company installed this box-making equipment 
at Portneuf exclusively for the manufacture of solid fibre shipping containers, that your 
company were producing this product only at Toronto. Our company, therefore, felt 
that there was a place in this Eastern market for a producer of solid fibre containers and 
acted accordingly. Your company, however soon thereafter decided to set up a compet- 
ing plant at Montreal. 

I am not in a position to say that our Company would give up the idea of adding 
corrugated shipping containers to its present operations even if your company were to 
favourably consider giving up the production of solid shipping containers in the Mont- 
real, Quebec markets, but if there is any basis for negotiation along these lines, I will 
be only too glad to have a talk with you or Mr. Winchell, and present the matter to our 
Directors for further consideration.” (Exhibit 170) 


Discussions were resumed a year later, when Mr, McNeil of Building 
Products wrote Mr. Macleod of the Hinde and Dauch company, on April 30, 
1934, intimating that his company contemplated establishing corrugating 
facilities at Portneuf and asking quotations on any surplus corrugating 
machinery the Hinde and Dauch company might have either in the United States 
or Canada. On May 3, Mr. Macleod replied to the effect that, as far as their 
United States plants were concerned, all machinery was in use but that his 
letter was being forwarded to Mr. Winchell, who would write him regarding the 
situation in the Canadian plants. As to the proposed corrugating plant at 
Portneuf, Mr. Macleod wrote: 


“T personally am sorry to learn that you are contemplating establishing corrugated 
facilities at Portneuf. In view of the already extremely large excess capacity in the in- 
dustry in Canada, your move does not seem justifiable from the standpoint of any 
economic need. Having told you frankly last year of your extremely low prices in com- 
parison with the established market for solid fibre boxes, I hope you will co-operate 
with the corrugated manufacturers in Montreal, should you consummate your present 
plan of establishing corrugated facilities near Quebec City.” (Exhibit 170) 


On the same day Mr. Macleod wrote from Sandusky to C. H. Andrews of Bird 
and Son, Inc., East Walpole, Massachusetts, the parent company of Building 
Products, Limited, as follows: 


“Please note attached copy of letter to Mr. McNeil, in which I frankly mention 
their lack of co-operation in Montreal. I hope you or Mr. Allen can exert some control 
over this new undertaking at Quebec City, as otherwise, the same merchandising methods 
in corrugated as you have used in solid fibre will have a destructive effect on the market 
in Montreal, and will result ultimately in your lower prices being met. 

If your people, however, would join the shipping box association in Canada, I am 
sure you would be well received and would enjoy the benefit of all-around co-operation, 
as against trying to build up business alone via low prices.” (Exhibit 170) 


When it became evident in 1934 that Building Products, Limited, was in 
earnest in its proposals to go into the corrugated box industry, Mr. Winchell 
of the Hinde and Dauch company wrote to the secretary of Container Materials, 
Limited, on May 17, 1934, as follows: 


“When Mr. Frohman was here last week, we talked over the Building Products’ 

matter, and, from information he gets on the oe side, it seems almost a probability 
i lop into corrugators presently. 

ea Eial Vater at Montreal and a Swift here at Toronto, and 
Mr. Frohman wondered, if they were definitely going to buy, if it would not be a good 
idea for us to sell them one of these units, rather than have them bring in additional 
equipment from the other side. They have been in touch with some available used 
equipment on the other side, possibly some from their parent plant at East Walpole, 
and it is not unlikely that they will go or have gone direct to manufacturers of new 


equipment. ; : 7 ; shay 
unsel in this matter. Naturally, we do not want them 
es a f any aid to them in getting started, but would it be a 


t want to be o : ! ei9 
Ea an vonleasct the equipment of Canada by making this transfer?” (Exhibit 168) 
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hat competition from Building Products, Limited, during the summer 0 
ener i camera of concern to the members of Container Materials, Limited, 
or at least to Shipping Containers, Limited, is indicated in the letter of Mr. 
Hayes of the latter firm to Mr. Badden on August 14, which reads in part as 


follows: Meus 
“Wirst of all I assume the question of competition from Building Products will He: 
thoroughly discussed. The Catelli Macaroni Company have already placed n order 
with this firm for several thousand 60 point 40 lb. cartons. I understand that th : es 
is considerably under our present corrugated price. I further understand that i _ these 
boxes are satisfactory, and unfortunately I feel they will be, that they are going to 
adopt them as their standard box. This same thing applies to the Saxonia Company, 
but also would like to bring up the question as to competition from the 40 point fibre 
box the price of which is outside of the Association, You will recall that we made 
application sometime ago for the privilege of supplying a corrugated box eee with 
5 point liners, and to sell at any price we desire, but the matter was not i ee, a 


Mr. Hayes pursued the matter further in another letter to Mr. Badden the 
following day in which he suggested how this competition might be met: 


#f ing telephone conversation of yesterday we wish to inform you that after 
a oe eR an mn the American and Canadian Representatives of _the Eddy 
Match Company, we were able to receive the information, but the new price on our 
Match Cartons was higher than that being quoted by Building Products, Limited. We 
have been experimenting for the past few days with Bliss Boxes similar to that used 
in the United States details of which we wrote you a few days ago. If the Bliss Box 
was figured on the Sheet Table, which we feel would be quite in order, or if the Bliss 
decimal itself is more in line with the square feet used, we would be able to sell this 
account at tariff and under Building Product prices. We are making application to the 
Bureau of Explosives and the Railway Board of Canada for authority to use this type 
of carton, and while we expect no difficulty, it may take several weeks to get it 
authorized. -In the meantime we find that it will be necessary in order to hold this 
account to sell cartons at the old price as we do not feel it would be wise to turn this 
account over to Building Products unless we found it unable to meet competition. 
We are turning this information over to you to be acted upon at the next meeting. 

Until I have had a chance to have a personal conversation with you, kindly keep 
this matter confidential.” (Exhibit 219) 


This correspondence is quoted as indicative of the attitude of members of 
the combination toward the appearance of independent price competition in’ 
the industry. The quotations of lower prices by Building Products, Limited, 
represented the only price competition with which the organized group was 
faced in this territory. The steps taken to eliminate this competition are 
described in later correspondence and in the minutes of Container Materials, 
Iamited. These records disclose that it was decided to offer Building Products 
a substantial sum for the machinery in its plant used for the manufacture of 
shipping containers on condition that it would refrain from manufacturing or 
selling shipping cases for a period of seven years. The proposal is referred to 
in a letter written by Mr. Hayes, of Shipping Containers, Limited, Montreal, 
to Mr. Badden on November 27, 1934: 


“Relative to our conversation of November 23rd, the matter of Building Products 
Limited has been placed in front of our Board, and the principle of making them an 
offer of $90,000 as outlined by you has met with approval.” (Exhibit 219) 


No reference to the negotiations which led up to this transaction is to be 
found in the minute book of Container Materials, Limited, nor in any other 
records produced in the investigation, until the minutes of a meeting of the 
directors of Container Materials, Limited, held on December 4, 1934, a meet- 
ing apparently called for the purpose of considering this matter only, as no 
other business is reported: 


“Moved by Mr. L. F. Winchell, seconded by Mr. C. N. Moisan and unanimously 
carried that the officers of the company are hereby authorized to submit the attached 
offer for the purchase of Building Products Limited box business. 

Moved by Mr. Geo. W. Brown, seconded by Mr. H. Martin, and unanimously 
carried that the officers of the company are hereby authorizer to submit the attached 
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sents, authorizes Container Materials Limited, to use the necessary proportion of that 
company’s funds held in trust by Container Materials Limited to finance this purchase.” 
(Exhibit 4, p. 103) 


The following is a brief summary of the offer to purchase: 


1. Purchase Price: 
(a) For goodwill, $30,000; 
(6) For plant, machinery and equipment, vendor's original purchase price, not to 
exceed $50,000; 
(c) For inventory, including dies, vendor’s cost price, not to exceed $10,000; 
(d) Purchase price to be paid in 3 equal instalments spread over 36 months, with- 
out interest, secured by deposit of $90,000 with Trust Company. 
2. Property to be purchased: 
(a) Goodwill. | 
(b) All patents, trade marks, etc., relating to the manufacture or sale of boxes or 
shipping containers. 
(c) ~ machinery, dies, etc., used in the manufacture of boxes and shipping con- 
ainers, 
(d) All materials and boxes manufactured or in process of manufacture. 
(e) All advertising matter and materials. 


3. Restrictions as to Manufacture or Sale: 


Vendor to refrain from the manufacture or sale of solid fibre, corrugated or 
cardboard boxes, or material for the manufacture of such boxes, within Canada 
for period of seven years. (Exhibit 4, pp. 104-7) 


The minutes of a meeting of the directors of Container Materials, Limited, 
on December 21, 1934, authorized the completion of the purchase for approxi- 
mately $86,000 (Exhibit 4, p. 108), and on January 24, 1935, the secretary 
reported that the transaction would be completed on February 12, 1935, and 
was authorized to hold an auction sale of the equipment and machinery among 
the agents of the Company in Montreal on that date (Exhibit 4, p. 113). 

The agreement between Building Products, Limited, and Container 
Materials, Limited, dated January 9, 1935 (Exhibit 288), differed only slightly 
from the offer to purchase outlined above. The purchase price was put at 
$80,000 and a maximum of $6,000 for inventory. The payments were to be 
completed by December 31, 1936. The period for which Building Products, 
Limited, agreed not to manufacture or sell shipping cases was set at five years, 
with a proviso that in the event of the sale of the Portneuf plant within three 
years a stipulation would be made that the buyer should not manufacture or 
sell shipping cases until the expiry of the three-year period. . 

The purchase of equipment from the Quebec Paper Box Company in 1934 
had the effect of removing the only other potential competition which appeared 
likely to give concern to members of Container Materials operating in the 
province of Quebec. Quebec Paper Box Company was engaged in the manufac- 
ture of folding and set-up boxes in the city of Quebec and had machinery which 
would have enabled it to make corrugated boxes. An offer was made by 
Container Materials, Limited, for the purchase of this machinery and on 
December 21, 1934, its purchase for the sum of $2,746.04 was approved by the 

irectors (Exhibit 4, p. 108). Re 
f The a lots of ReMi secured from Building Products, Limited, and 
the Quebec Paper Box Company, for which the group paid a total of over 
$80,000, realized $5,655 when it was put up for auction among the members of 
Container Materials, Limited, on February 12, 1935 (Exhibit 4, p. 116). These 
transactions were summarized as follows in the annual report of the auditors of 

Container Materials, Limited, for the year ended December 31, 1935:— 
“The ased and sold the corrugated box business of Building 

Ln es Reisen at MeN Paper Box Co. Ltd. at a net cost of $78,839.47. To 

finance this, with the approval of the ee gers si uss nae Lae se 

a eae aT Ramer Malia > : (Exhibit 4, p. 128) 
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Several witnesses indicated that, although they had not found the competi- 
tion of Building Products, Limited, to be of importance in their territory, they 
approved of the policy of using such means to prevent the development of com- 
petition. A. T. Whealy of the Corrugated Box company, of Toronto, gave the 
following evidence:— 

“Q. Was there any advantage that your company derived from the purchase of 
Building Products, Limited?—A. I suppose the advantage we would derive out of it 


would be the elimination of another firm. ; ee 
Q. From competition with you?—A. He might or might not be in competition.” 
(Evidence, p. 587) 


When questioned further as to what his company gained through contributing 
to the purchase of the two businesses, he said, “ My answer to that question is 
that I haven’t the faintest idea of what return we got for it” (Evidence, p. 588). 
C. E. Marriott of the former Corrugating and Container Company, Limited, 
at first stated that his reason for approving the deal was, “It didn’t affect us at 
all and we had no reason to obstruct the purchase ” (Evidence, p. 663), but he 
later added:— 

“I told you a minute ago that we didn’t get any benefit, but we were probably 
looking for benefit and subsequently, probably, got benefit by being able to manufac- 
ture boxes for their branch in Hamilton—Building Products’ branch in Hamilton.” 

(Evidence, p. 664) 


C. J. Munce, of Hygrade Corrugated Products, Limited, London, believed that 
his approval of the purchases indicated that he thought it was worth the price 
paid to be rid of the competition of Building Products, Limited. He was asked: 
“Q.... the amount agreed on for purchase was 86,000 dollars and your company 
agreed to pay its proportion which would, on your percentage basis, amount to roughly 
seventy-three hundred dollars. Would you consider that it was worth seventy-three 
hundred dollars to get. rid of the Building Products Limited competition in your vicinity? 
—A. That must have been my thought or I would not have been in favour of it.” 
(Evidence, p. 840) 


The nature of these transactions by Container Materials, Limited, is suffi- 
ciently indicated by the foregoing to require no elaboration. The joint resources 
of practically all the manufacturers in the shipping container industry were 
used to eliminate a competitor whose activities affected only some of the firms 
associated in Container Materials, Limited. The cost of removing such com- 
petition was borne by all the quota members of the combination Inasmuch as 
the operating results of the group showed profits subsequently, the cost of the. 
elimination of this competitor was actually included in the prices which were 
charged for the products of the industry. 


4. O. AnD S. Corrucatep Propucts Company, Toronto 


The entrance of O. and S. Corrugated Products Company into the corrugated 
paper box field in 1936 gave rise to immediate action on the part of members of 
Container Materials, Limited. 

This company is a registered partnership formed by agreement dated 
August 19, 1935. The members of this firm, a family partnership, comprise the 
officers and directors and are the only common shareholders of Acme Paper 
Box Company, Limited, with head office in Toronto, manufacturers of folding 
and set-up boxes and other paper products. Under another agreement of 
August 19, 1935, between Acme Paper Box Company, Limited, and the partner- 
ship, the Acme Company, as trustee for the partnership, undertook to set up a 
corrugated paper box plant by purchasing the necessary machinery and to 
conduct the manufacture and sale of the corrugated paper products. Shortly 
after the execution of these agreements Acme Paper Box Company, Limited, 
purchased necessary machinery which was installed toward the end of 1935. The 
first sale of corrugated boxes was made on February 14, 1936. 
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No mention is made in the minutes of either directors’ or agents’ meetings 
of Container Materials, Limited, prior to April 29, 1936, of any discussion in 
regard to the new enterprise, but among the items listed for discussion in the 
agenda for meetings on February 4 and March 18 are “ Report on new prospec- 
tive Corrugated Box Manufacturers” and “ Report in reference to new and 
prospective corrugated box manufacturing companies.” Discussions had been 
commenced, however, between Container Materials, Limited, and Acme Paper 
Box Company, Limited, with a view to an arrangement whereby the new com- 
pany would maintain the prices fixed by the combination in return for a 
guarantee of substantial compensation. The substance of this guarantee is 
contained in a letter which H. J. Badden wrote to J. I. Oelbaum on March 6, 
1936, as follows:— 


“We understand from our discussion on the third instant, that the following covers 
the basis of agreement which would be satisfactory and acceptable to you. 

1. The Agreement would provide that in the event of your sales in the nine months 
ending December 31, 1936, being less than $150,000, and in the year 1987 being less than 
$200,000, that you would be compensated in each period at the rate of 20 per cent on the 
difference between your actual sales and the above figures. Should your sales, however, 
in either period be over the above amounts, there would be no compensation for that 
period. 

2. Should the current selling prices be either increased or reduced, the figures of 
$150,000 and $200,000, would be either increased or decreased according to the per- 
centage of advance or decline in selling prices, e.g. if on January 1, 1937, there was a 
reduction of 10 per cent in the present selling prices, then the amount for 1937 would 
be reduced to $180,000 instead of $200.000, or if the selling prices increased 10 per cent, 
at that time, the amount would be $220,000 instead of $200,000. 

3. Any amount due under the above guarantee as at December 31, 1936, would 
be payable with interest calculated from December 31, 1936, in six equal monthly 
instalments commencing February 1, 1987. Any amount due for the year 1937 would 
be payable in full on February 1, 1938. 

4. A deposit of $35.000 would be made with a duly appointed agent, to guarantee 
the above payments. This amount to remain in the hands of the duly appointed agent 
until December 31, 1936. Commencing January 1, 1937, the deposit required would 
be $20,000, after provision is made for any payments that may be due to you on 
shortage of sales for the nine months ending December 31, 1936, 

5. The Acme Paper Box Company, Limited, to agree to deposit $5,000 with a duly 
appointed agent. This deposit to be considered as a guarantee that you will maintain 
established prices, terms and conditions, and abide by all rules and regulations. 

6. You agree to pay promptly any penalties that may be imposed for your failure 
to maintain the established prices, terms and conditions. 

7. You agree to pay your share of all expenses based on sales. 

8. In case of complaint that you have not maintained the established prices, 
terms and conditions, your books and records are to be open for examination, and 
also an audit is to be made to verify the actual sales figures in each of the periods in 
which the guarantee applies. 

We would appreciate if you will please advise us at your early convenience if 
the above fully sets out your understanding, so that we may present it to our clients 
for their consideration.” (Exhibit 74) 


g ment embodying this arrangement was executed under date of 
ae 1936, between the Rene company and Container Materials, Limited, 
the latter depositing $35,000 with the Chartered Trust and Executor Company 
and the former $5,000 with Messrs. Hardy and Badden (Exhibit. 72). The 
completion of the agreement on behalf of Container Materials, Limited, and 
the use of shareholders’ funds held in trust were authorized by the directors 
at a meeting held on April 29, 1936 (Exhibit 4, p. 134). The agreement was 
subsequently transferred from Acme Paper Box Company, Limited, to ite 
O. and §. Corrugated Products Company, as recorded in the minutes o 
October 92 1936. An agreement dated December 31, 1937, to which the part 
nership was a party, extended the arrangement until April 30, 19388 (Exhibit 
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72). In June, 1938, J. I. Oelbaum gave evidence in this inquiry that negotia- 
tions for a further extension had been in progress “when the inquiry came up” 
(Evidence, p. 730), and that his firm was still maintaining the prices as set 
by Container Materials, Limited (Evidence pp. 764-5). A resolution recorded 
in the minutes of a meeting of directors of Container Materials, Limited, on 
December 15, 1938, authorized the president “to make an agreement with 
O. and S. Corrugated Products Company with maximum payments not to 
exceed $20,000 and a minimum payment of $15,000 provided their sales are 
less than $200,000 per annum.” Mr. Badden stated on J anuary 5, 1939, that a 
further agreement had not yet been concluded (Evidence, p. 2592). 

Mr. J. I. Oelbaum, who carried on the negotiations on behalf of the O. and 
S. company in 1936, was unable to recall at the inquiry by whom they were 
opened but denied any thought of entering into an agreement with Container 
Materials, Limited, when the partnership was formed. He stated that dis- 
cussions had been in progress for a week or two prior to March 6, 1938, the 
date of Mr. Badden’s letter. (Evidence, pp. 737, 740-1) 

The situation in which O. and S. Corrugated Products Company was placed 
under the agreement is indicated by the following provisions: 

“14. The Party of the Second Part shall retain its plant and equipment intact 
under its sole and exclusive control and. shall not rent, lease or permit the use by 
any other person, firm or corporation of all or any part thereof. . .. .” 

“16. It is further understood and agreed that the Party of the Second Part is 


under no obligation to manufacture or sell any corrugated and/or solid fibre board 
products during the currency of this agreement or any part thereof.” (Exhibit 72) 


Tt will be seen from the above that the O. and §. company was not obligated 
to produce any corrugated or fibreboard products at all to be entitled to receive 
compensation. If it produced nothing, Container Materials, Limited, was 
bound to pay to the company $30,0001 for the period April 1 to December 31, 
1936, and $42,133? for the twelve months ending December 31, 1937. These 
possible payments must. be viewed in the light of the evidence that the 
machinery installed in the plant of the O. and S. Corrugated Products Com- 
pany cost only $28,120.20, and that the only item of expense definitely fixed 
was rent of $400 per month to Acme Paper Box Company, Limited, in which 
the O. and §. partners held all the common stock. The payments that were 
actually made by Container Materials, Limited, to the O. and 8. company 
for the nine-months period in 1986 were almost enough to recoup the latter 
firm for its total outlay for machinery. In that period the O. and S. company 
received from Container Materials, Limited, substantially more than it received 
for the sale of its goods; the payment from the combination was $26,128.96, 
while the total sales amounted to only $19,481.02. By April 30, 1938, so-called 
compensation under the agreement amounted to $69,690.24 and sales to $82,- 
963.52. In other words for every dollar of its sales the O. and §. company 
received approximately an additional 85 cents from the members of Container 
Materials, Limited. 

It is scarcely necessary to point out that the O. and S. company found it 
much more profitable not to manufacture than to produce boxes and find a sale 
‘or them. The effect of the agreement upon the company’s sales is reflected in 
the following month-to-month record of sales in 1936. In the one full month 
of March in which the company was not operating under the agreement its sales 
amounted to $16,220.85. When the agreement came into effect on April 1 
‘heir sales for that month dropped to $4,441.30. 


(1) 20 per cent of $150,000. 
(7) 20 per cent of $210,666.67. This represents the increase over $200,000 by reason of an 
advance in prices of corrugated boxes during the year. 


FINANCIAL OPERATIONS TO LESSEN COMPETITION 61 


SALES OF 0. AND S. CORRUGATED PRODUCTS COMPANY 
MARCH 1 TO DECEMBER 31, 1936 


ree a aetna aire straps an ‘eat! cAat ith OID oS yarn She $16,220.85 
MiGs Lock: a ee 4,441.30 
Ta ee RC ees or eee We ae eR BAL fe BS 2,935.13 
Uy enc vil da 
ugust a Gemmrey Fix Ae Or Bi i Ab daa 

September We la shes Sos Lode OL ee Se aenee soo 
Optobare! cus 7. Ud brennan ener ae ee 1,255.15 
Bvovem Der, \, 2 ..sa saute ae aee eeaniee ta e ee 2199.16 
December. «eck oes Gace cena ee 2,595 30 

CPOt LG Ses: PRE leet ee eae ae eae $35,701.87 


(1) No sales reported for July, 1936. 


Total sales for the year 1937 amounted to $46,802.54 and for the first four 
months of 1938, to $16,279.96. Shown in summary form the record of sales and 

compensation ” of the O. and 8. company from the inception of the partnership 
to April 30, 1938, is as follows:— 


Amounts received 
— Sales from Container 
Materials, Limited 


Before agreement— 


Mert lart) 200 TOGGs sta knoe ees Se. or ees he ee $ 1,550.04 
MEE OOO ite: this nie acetate AR Re ee 16,220.85 
————_ $17,770.89 
After agreement— 
OT AD ts LCE. OL we POS Ge Wurk« sia seed aged atets 9k Ay! aa 19,481.02 $26, 128 .96 
aiver Om IOC. SES POST s civuins So. exes cwlek soe aes 46,802.54 32.772..92 
Dene tom Oril GOs POSS eB eh idee caieun octane 16,279.96 10, 788 .46 
———_ $82,563.52 | ——————_. $69, 690.24 


(Exhibit 74; Evidence, p. 748) 


The method of “ stabilizing the market” represented by the payment to 
possible competitors to refrain from competing can only be pursued in an 
industry where a substantial element of monopoly is present. In any industry 
in which producers were in competition with each other no group could “ buy off” 
possible competitors in the expectation that the return from their operations 
would be sufficient to cover the payment of such compensation. But in the 
ease of O. and S. Corrugated Products Company, as in those of Building 
Products, Limited, and the Quebec Paper Box Company, the prices fixed by 
Container Materials, Limited, were sufficient to yield profits over and above 
the charges imposed upon member companies to meet the payments required 
by the agreements. What these companies were seeking to secure by concerted 
action in all of these transactions was the suppression of competition. 


VII. OTHER MANUFACTURERS OF SHIPPING CONTAINERS 
ASSOCIATED WITH CONTAINER MATERIALS, LIMITED 


All but three of the companies actively engaged in the manufacture of 
corrugated and solid fibre boxes in Canada in 1931 entered the combination as 
the original shareholders of Container Materials, Limited. Hilton Brothers, 
Limited, of Winnipeg, as a wholly-owned subsidiary of The Corrugated Paper 
Box Company, Limited, Toronto, is considered as part of one of the shareholding 
companies. ‘The three companies which did not become shareholders were 
Building Products, Limited, Wilson Box and Lumber Company, Limited, and 
Maritime Paper Products, Limited. The relations of Building Products, Limited, 
with Container Materials, Limited, have already been discussed. Wilson Box 
and Lumber Company, Limited, and Maritime Paper Products, Limited, as has 
already been shown, were members of Container Materials, Limited, from its 
inception in all respects save that of accepting quotas and becoming holders 
of shares of stock of the incorporated association. 


Every manufacturer of shipping containers in Canada was therefore associ- 
ated with Container Materials, Limited, when it was established in 1931, and 
was a party to its agreements to maintain prices and to adhere to other trade 
restrictions. Since 1931 other manufacturing companies have entered the 
industry, and the relationship of each of these to Container Materials, Limited, 
is described in the present section. 


1. Superior Box Company, Limrrep, Kircuenrr, ONTARIO 


The first change in the membership of Container Materials, Limited, was 
occasioned by the bankruptcy of the Kitchener Paper Box Company in 1982. 
Consideration was given by members of Container Materials, Limited, to a 
proposal to make an offer to purchase the business, but no record was found of 
any action being taken on this proposal. The assets of Kitchener Paper Box 
Company were taken over by the Superior Box Company, Limited, a company 
incorporated under provincial charter on May 27, 1932, by A. R. Kaufman, 
of the Kaufman Rubber Company, Limited, Kitchener. The Superior Box Com- 
pany, Limited, continued the manufacture of corrugated containers as well as 
set-up and folding boxes. 


The Superior company did not become a shareholder in Container Materials, 
Limited, but it did undertake to maintain the prices fixed by the combination. 
Announcement to this effect was made by Mr. Badden to the members through 
a circular letter of May 20, 1932, the day following the purchase of the Kitchener 
Paper Box equipment by Mr. Kaufman. According to Mr. Badden’s letter, 
Mr. Kaufman had 


. agreed for the time being to maintain all prices, terms and conditions 


and will communicate with us again as to what his future policy will be.” (Exhibit 200) 
It is clear from the documentary and oral evidence that Superior Box Com- 
pany, Limited, continued to follow the policy indicated in Mr Badden’s letter. 
The only change between the position previously held by Kitchener Paper Box 
Company and that taken by the Superior Box company is that the latter has 
not entered into any written agreement with Container Materials, Limited, 
accepted a quota or furnished a bond to guarantee the maintenance of prices. 
In all other respects the company has complied with the conditions of member- 
ship in the group. The extent to which Mr. Kaufman was committed to the 
policies of the combination is further shown by a letter written by him in 
February, 1934, which is quoted at page 65 of this report. 
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_ The Superior Box company since its formation in 1932 has maintained 
prices and standards fixed by Container Materials, Limited, submitted to the 
Imposition of penalties for infractions of regulations, contributed to the expenses 
of the combination, including those occasioned by payments made to the O. and 8. 
Corrugated Products Company. The Superior company has also applied to the 
officers of the group for approval of new sales representatives of the company, 
has filed its monthly reports of sales, and has furnished Jenkins and Hardy 
with data required by them for their cost surveys of the industry (Exhibits 49, 
4, and 78, and Evidence, pp. 901-2, and 906). The substitution of the Superior 
Box company for the Kitchener Paper Box Company cannot be said, therefore, 
to have caused any weakening in the all-embracing agreement to maintain the 
prices fixed by the organization. 


In British Columbia, Pacific Mills, Limited, commenced the manufacture 
of solid fibre shipping cases in 1933. The products of this plant did not include 
corrugated boxes. Pacific Mills did not join the association but did agree to 
work with Canadian Boxes, Limited, which was the only British Columbia 
member of the association, indeed the only other manufacturer of shipping 
containers in the province. It gave assurance that it would maintain prices 
generally In British Columbia and the Prairie Provinces, reserving only the 
right to set its own prices for certain special accounts. Arrangements existing 
in 1933 were referred to in corespondence between Martin Paper Products, 
Limited, of Winnipeg, and Container Materials, Limited, which forms part of 
Exhibit 278. In 1935, Canadian Boxes, Limited, of Vancouver, reported to the 
secretary of the combination, in a letter of May 7, 1935, that the Pacific Mills 
company was working with them 100 per cent. The following paragraphs are 
quoted from this letter: 


“Pacific Mills Limited are working with us 100 per cent and retaining price 
schedules, decimals of which you already have as laid down in the first instance. As 
we also informed you they intend keeping the Salmon and Sugar accounts 100 per 
cent; and it was for this business they put in their solid fibre plant, and on fish and 
Sugar accounts they reserve the right to make their own prices, as these two accounts 
do not conflict with us. 


Their prices to the Sugar Refinery and the Salmon Packers are based on wooden 
box prices, and any interference on our part would be resented and would lead to 
nowhere. We can also assure you from what we know of Pacific Mills Limited that 
any attempt on the part of Eastern manufacturers to interfere with the two accounts 
in question would only lead to retaliation on the part of Pacific Mills Limited, which 
would have a disastrous and an undesirable effect on the Eastern prices of solid fibre.” 

(Exhibit 283) 


The continuance of this relationship with the Pacific Mills company is 
indicated in another letter written by Canadian Boxes, Limited, on December 
(MRM 


“ Ags you are no doubt aware, our friends Pacific Mills Limited are working under 
an agreement with us, and have, you must admit, handled the situation very nicely, 
and to say the least they are not at all pleased with the way things are looking. As 
a matter of fact there is quite a little dissatisfaction developing, especially when our 
friends Hinde and Dauch not only invaded Canadian Canners, but also the salmon 
business, and sold one of Pacific Mills’ customers. 


Now to come to the point, our position is this: we have during the past few years 
been selling less and less in Alberta and confining our sales more to British Columbia, 
and we have come to the decision that we are not going to allow them to cut into 
that limited market without doing something about it. Therefore, we are going to 
make certain demands. The first important one that we will insist on is that Teese 
& Persse be eliminated, as they being brokers, it 1s impossible to control them as long 
as they enter into this business. After we hear from you on this point, we will outline 
our suggestions to overcome the difficulties and keep the association together; for unless 
this matter is definitely settled to our satisfaction we will withdraw from the Association 
at the expiration of our agreement and also notify Pacific Mills that they are free to act 


immediately as they see fit.” (Exhibit 283) 


64 PAPERBOARD SHIPPING CONTAINERS AND RELATED PRODUCTS 


Both Building Products, Limited, and Pacific Mills, Limited, confined their 
production to solid fibre shipping cases. In 1932 corrugated boxes, the 
principal type of container, were produced only by manufacturers who were 
parties to the agreement to maintain prices. This situation prevailed until the 
spring of 1933 when a new firm in Hamilton, known as Crest Carton Company, 
commenced the manufacture of corrugated boxes. 


2. G. W. HenpersHor Corrucatep Paper Company, Limirep, HAMILTON 


Crest Carton Company was a partnership formed in 1933 by G. W. Hender- 
shot and others to engage in the manufacture of corrugated cartons. Mr. 
Hendershot had been for some years interested in the manufacture of corru- 
cated products, other than cartons, through the firm of G. W. Hendershot 
Corrugated Paper Company. After a brief period of operations which did not 
prove profitable, Mr. Hendershot arranged to buy out the other partners In 
Crest Carton Company and to combine the corrugated carton business with 
the operations of G. W. Hendershot Corrugated Paper Company. This was 
completed in 1933 and G. W. Hendershot Corrugated Paper Company operated 
until 1937, when the business was taken over by G. W. Hendershot Corrugated 
Paper Company, Limited. 

Entrance of the Hendershot company into the corrugated box field called 
for consideration on the part of the combination, as the prices charged by the 
new company were generally lower than those fixed by Container Materials, 
Limited. 


This first appearance of price competition after September, 1931, when the 
new price agreement was established, was brought to the attention of the mem- 
bers of Container Materials, Limited, in a letter to the secretary dated April 
12, 1933, from Corrugating and Container Company, Limited, Hamilton: 

“There have been rumours for some time about a new corrugating box plant 
being located in Hamilton and we have today received some definte information. 

This plant is being operated by Gordon W. Hendershot, whom we believe is backed 
by Reid Press, under the name of Crest Corrugated Cartons and they are now becoming - 
more active. 

Mr. Littlejohn was in this office today and has run into two or three instances of 
their operation and the writer has also crossed with this new opposition. 

We thought it advisable to draw this matter to your attention now, so that some- 
thing should be done at once rather than let it gather momentum.” (Exhibit 66) 


References to Crest Carton Company appear on the agenda of various meetings’ 
of the combination throughout 1933 and 1934, but no mention is made in the 
minutes of the discussions which took place. 


Mr. A. M. Dunn, managing director of Canadian Wirebound Boxes, Limited, 
became active in an effort to have the paper mills charge a differential price for 
paperboard sold to the Hendershot company. He considered he had been 
successful early in 1934 in securing an agreement among the principal suppliers 
of paperboard that they would charge the Hendershot company $10 a ton above 
prevailing prices for its supplies. One mill, however, failed to pursue this policy 
and the scheme was abandoned, although Hinde and Dauch Paper Company 
of Canada, Limited, had invoiced the Hendershot company at the higher price 
on several orders. The excess charges were subsequently refunded, on August 30, 
1934. On this same date Mr. Dunn had written to the Brompton Pulp and 
Paper Company, Limited. 


“T wish to confirm the phone conversation I had with your Mr. Scowen on 
August 23, at which time I advised him that the Dominion Boxboard Company had 
sold liners to Hendershot of Hamilton at the market price, and in face of the arrange- 
ments they had with some of the board mills. 

_ I advised Mr. Scowen that I had washed my hands of having anything to do with 
this matter, and it is entirely up to you to handle the matter as you see fit.” (Exhibit 202) 
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Mr. J. F. Patton of the Brompton company replied to this letter on Sep- 
tember 8, 1934:— : 


FO. my return this morning from a week’s holiday I have your favour of August 30 
and am obliged for what you write about Hendershot. 

I am surprised that certain of our friends saw fit to go in there, contrary to under- 
standing and without first giving notification, but those things will occur under certain 
pressure. In addition to cutting the price I understand our Opposition is giving them 
terms so we do not know where we stand with the account but again wish to thank you 
for writing us.” (Exhibit 202) 


__ While Mr. Dunn was attempting to effect an arrangement between the board 
mills, efforts were being made by others associated with Container Materials, 
Limited, to have the Hendershot company enter into some agreement to main- 
tain Container Materials prices. Prospects for such an agreement appeared 
promising to A. R. Kaufman, president of Superior Box Company, Limited, 
a when he wrote to Container Materials, Limited, on February 20, 


“Mr. G. W. Hendershot and Mr. H. 8. Marrel of Hamilton are in my office. We 
discussed a corrugated pool, etc., and believe we are in similar positions in relation to 
the corrugated pool. You can verify this information direct, but I have the assurance of 
the above gentlemen that they are willing with the Superior Box Co. to sign a pool 
agreement similar in all respects to the other agreements except the clause in regard to 
quota which should be deleted. These gentlemen assure me that they are willing to 
co-operate in every respect if given an opportunity to do so. 

Mr. Ira Good will be in Toronto possibly on the 26th to see you prior to your next 
corrugated meeting of the 28th. 

Yours truly, 
(Sgd.) A. R. KAUFMAN. 

P.S—I am informed that the Hendershot Corrugated Paper Co. has some existing 
contracts for corrugated cases taken at prices as close to the pool prices as they could be 
figured without full information regarding the basis, etc. The Company is willing to 
have all its contract prices checked, and table those that are not strictly in harmony 
with pool prices.” (Exhibit 67) 


In spite of this forecast no record has been found of any definite agreement 
having been made with the Hendershot company at this time. Over a year 
later one of the members of Container Materials, Limited, wrote of the difficulty 
which might arise with a particular account which had been quoted lower 
prices by the Hendershot company, “‘in the event that the present prices given 
by the outside manufacturer are brought up to standard rates, either directly 
or indirectly, as the result of efforts made by other manufacturers” (Exhibit 
138). This letter, dated July 6, 1935, from R. L. Stephenson, general manager 
of London Shipping Containers, Limited, to Container Materials, Limited, con- 
tained a request that it should be permitted to meet the prices of the Hendershot 
company on this particular account. Such permission to depart from estab- 
lished prices was not granted, but efforts were continued to secure an agreement 
from the Hendershot company, as the following correspondence indicates. 
Mr. T. E. Lloyd, of the Hinde and Dauch company, wrote on July 5, 1935, to 
Brompton Pulp and Paper Company, Limited:— 

«“ i o advi : at I made an appointment yesterday on the telephone 
with ee ond ve Meryl, and they ie Mr. Pode antl me this morning. 
We had a very frank discussion with them, and think that a satisfactory solution 
will be arrived at by next Tuesday, when they will give us their final answer. I will 
advise you further at that time.” (Exhibit 263) 


This was followed by a letter dated July 12:— | 
“Mr. DeCarteret was in the office yesterday afternoon, for a few minutes, and [ 
promised. to drop a line to you to-day if there were any new developments regarding 
ae Tuesd f this week, and 
ised us definitely we would hear not later than Tuesday of this week, 
not ty nV clilewiay) we telephoned them again, and they promised then definitely 
we would receive a letter Friday of what they were prepared to do, but this has not 
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reached Mr. Badden to date. In the meantime, Mr. Badden has called a meeting for 
next Wednesday of the corrugators to discuss the situation, so we will have to follow 
up with Hamilton not later than Monday. In the meantime, I will keep you posted 
of any new developments.” (Exhibit 263) 


Three days later Mr. Badden wrote to the Brompton company stating that 
an offer to sell had been made by the Hendershot company. With this letter 
was enclosed a copy of a letter dated July 12 from the Hendershot company 
as follows:— 

“We have given every consideration to your idea of joining the association and have 
still to be convinced that it is not best for all concerned to have one independent in the 
business as a deterrant to others who may be contemplating starting a plant. This we 
know has been the case in more than one instance. ae 

We would be only too glad to agree to quote the association price on all new 
business if you were to tell us how we may obtain these prices. 

We are open to constructive negotiation to obtain a desirable arrangement.” 

, (Exhibit 263) 


The minutes of Shipping Containers, Limited, for July 25, 1935, record:— 
“Mr. Long and Mr. Hayes also reported on the last meeting held in Toronto, 
July 17, to the effect that a committee of five had been appointed to work with Mr. 


Badden to'see if something could be done to bring Crest into the Association.” 
(Exhibit 223) 


Complete success of this endeavour was deferred until October 22, 1936, 
when at a meeting of Container Materials, Limited, Mr. Badden outlined the 
basis on which an agreement might be made. The following account of this 
meeting is taken from a memorandum secured from the records of the Gair 
company :— 

“The next subject was probably the most contentious of the meeting in which was 
brought up’ the probable additions of Hendershot, Kraft Containers and Dominion 
Corrugated Paper Companies. Badden was of the opinion that be could get to join 
the group, all three of these firms, but if anyone stayed out it was impossible to get the 
other two. The proposition was put right up to Munce and Littlejohn and they stated 
their willingness to maintain prices and live up to the letter of the agreement in every 
way with the exception of putting up any money which they admitted at the present 
moment, not to have on hand. 

After considerable discussing it was decided to accept them as members on this 
basis and also to accept Hendershot and Dominion Corrugated Company on the same 
basis. This whole matter was left for the secretary to follow through and there should 
be something definite by the next meeting.” (Exhibit 118) 


Mr. G. W. Hendershot stated in evidence that his company became definitely . 
associated with Container Materials, Limited, in November, 1936 (Evidence, 
p. 694). The sales of his company in that year amounted to approximately 
$440,000 or 4-5 per cent of the total sales of corrugated and fibre shipping 
containers in Canada. 

Although the Hendershot company agreed to abide by the prices and terms 
of sale set by Container Materials, Limited, it was obliged to continue supplying 
certain customers at the lower prices established under contracts the firm 
had made prior to November, 1936. Mr. Hendershot testified that approximately 
75 per cent of the sales of his company were made under contracts. An exam- 
ination of the sales figures for 1937 reveals that slightly over 85 per cent of the 
total sales in that year were made to seventeen contract customers, of which 
six accounted for more than 70 per cent of the total. The contracts run for a 
period from one to six years and provision is made generally for renewal at the 
option of the purchaser. The prices under the contracts are set generally at a 
discount from the prevailing prices of the Gair company and the Hinde and 
Dauch company, which under present conditions means a discount from the 
prices set by Container Materials, Limited. 

_As the six principal contracts account for such a large proportion of the 
business of the Hendershot company, their main provisions may be considered 
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further. Three contracts, including the largest account, run for a period of six 
years from January 2, 1936, and are renewable for a period of five years with 
option for further renewal. The prices in the six contracts provide for discounts 
ranging from 4 to 7 per cent from prevailing prices of the two largest Canadian 
box manufacturers. The reduction is given in the form of a cash discount for 
payment in 10 or 15 days. In addition, four contracts provide for quantity 
discounts on approximately the same terms as those established by Container 
Materials, Limited. These contracts provide that no machine or set-up charge 
is to be added, while in two others such charges are not to be added on orders 
of 2,000 boxes or more. The delivery period in these contracts, when stipulated, 
is Set at sixty or ninety days, applying on carload orders. Under the regulations 
of Container Materials, Limited, quantity discounts apply only when delivery 
is made within seven days. 

The operations of the Hendershot company have proved decidedly profitable 
in each year since the business of Crest Carton Company was taken over. 
Though the company increased its wage rates substantially in 1937, net profits 
and executive salaries in 1937, amounting to $49,904, were practically the same 
as the earnings of the partnership in 1936, which amounted to $50,794. 


3. Krarr ContTarIners, Limirep, HaMILToN 


Kraft Containers, Limited, of Hamilton, incorporated under provincial 
charter on March 28, 1936, commenced the manufacture of corrugated boxes in 
July of that year. The principal shareholder in Kraft Containers, Limited, 
C. J. Munce, holds no office in the company. Mr. Munce has for some years 
been president of Hygrade Corrugated Products, Limited, of London, and is 
financially interested in Canadian Boxes, Limited, of Vancouver. The president 
and general manager of Kraft Containers, Limited, H. 8. Litteljohn, was sales 
manager of Hygrade Corrugated Products, Limited, prior to the formation of 
the new company. Both Munce and Litteljohn stated in evidence that no 
financial relationship exists between the two companies except for the common 
interests of C. J. Munce, who, however, stated that he now holds only a qualify- 
ing share in the Hygrade company. 

Kraft Containers, Limited, is not a shareholder of Container Materials, 
Limited, and has placed no deposit with Hardy and Badden to guarantee 
adherence to any undertaking. Mr. Litteljohn indicated that the policy of the 
company had been to adhere to the price lists and regulations of Container 
Materials, Limited, except for one contract which was secured when the com- 
pany commenced operations. bad . 

When asked why he did not apply for membership in Container Materials, 
Limited, Mr. Litteljohn replied: “T didn’t know what to ask for,” referring to 
a possible quota for Kraft Containers, Limited, which, as a new company, had 
no sales record on which an allocation might be based. He added that he would 
consider joining the organization “as soon as we become established.” At the 
time of Mr. Litteljohn’s evidence his company had been operating less than two 
full vears. Sales of the company, however, had exceeded three-quarters of a 
million dollars in the year 1937, placing Kraft Containers in sixth place among 
corrugated box manufacturers on the basis of sales volume. The operations of 
the company up to that time had been profitable. This rapid rise of a new 
manufacturing company operating outside of Container. Materials, Limited, 
even though it followed: the prices and trade policies established by that organi- 
zation, suggests that some Nepal a on the sales increases of its quota members 

ae rations of the organization. 
eaters Limited, does not follow the practice of other non-quota 
companies associated with Container Materials, Limited, in conap ule nee 
larly to the expenses of the organization and accepting penalties for breaches 
of the regulations. One contribution to the expenses of Container Materials, 
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Limited, was made on behalf of Kraft Containers, Limited, and this payment 
is indicated to have been made largely through the interest of C. J. Munce. 
This company completes some of the regular returns which members of 
Container Materials, Limited, are required to make. As stated by Mr. Munce, 
“they are invited guests at their meetings—they come to at least half, maybe 
to three-quarters of the meetings” (Evidence, p. 810). 
It is clear from the evidence that Kraft Containers, Limited, has followed 
the policy indicated in the memorandum of the meeting of October 22, 1936, 
previously quoted, in which it was reported that 
“The proposition was put right up to Munce and Littlejohn and they stated their 
willingness to maintain prices and live up to the letter of the agreement in every way 
with the exception of putting up any money. . . . .” (Exhibit 118) 


4, Dominion CorRUGATED PAPER Company, Limirep, Toronto 


The Dominion ‘Corrugated Paper Company, Limited, of Toronto, is 
engaged in the manufacture of corrugated paper products other than containers. 
Such products represent only a very small part of the business of the corru- 
gated box manufacturers. This company was incorporated in 1931 to effect 
the amalgamation of the businesses of two companies, Dominion Corrugated 
Paper Company of Hamilton and Crabtree and McKay, Limited, of Toronto. 
Shortly after the execution of the agreements of Container Materials, Limited, 
Crabtree and McKay, Limited, was asked to maintain the prices fixed on cor- 
rugated paper products. On December 31, 1931, the general sales manager 
of the Hinde and Dauch Paper company wrote to this firm: 

“You will recall the writer calling on you a couple of months ago in reference to 
prices on single face and double face circles and sheets in corrugated stock, and you 
made it quite clear that. although not anxious to tie up directly with the Company 
or Association, yet you were very anxious to tie up in an indirect way, inasmuch as 
you would like to co-operate in quoting prices which are competitive with other manu- 
facturers here in Canada.” 


His letter adds that the price list effective January 1, 1932, was enclosed 
and continues: 


“We would be glad if you would acknowledge receipt of this advising us of your 
desire to co-operate so that we can pass it on to the Secretary of our Association, 
when all members will be informed of the procedure taken and the fact that they will 
offer to you the same relative protection as you offer them in respect to these quota- 
tions.” (Exhibit 80) 


The Dominion Corrugated Paper Company, Limited, replied on January 
2, to the following effect: 


“We are quite willing to co-operate with your association in every way, but we 
think we should be advised about these other items. We fully appreciate the fact that 
these items that we have mentioned are of very minor importance to most of the 
box manufacturers, yet they are to us sizable portions of our total sales, and we 
certainly would like to come to an understanding about them.” (Exhibit 80) 


A more definite agreement was reached on November 2, 1933, when the 
Dominion Corrugated Paper Company, Limited, placed a deposit of $200 with 
Messrs. Hardy and Badden to guarantee performance of the undertaking out- 
lined in the following letter: 


“In the matter of prices on Single Faced Corrugated Paper Products, this letter 
will advise you of our willingness to co-operate. 

We will conform our prices, quotations, and terms to the prices agreed upon by 
the Corrugated Paper Manufacturers and enclose our cheque for $200 as an evidence 
of our good faith. Same to be subject to penalties for any improper quotations or 
prices on our part. 

It is understood that the following exceptions from your general rules are to 
apply to us; W. J. Bell Paper Company, Ratcliff Paper Company and Victoria Paper 
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and Twine Company—Jobbers, subject to Jobbers’ discounts as in the past with us. 
Oakville Basket Company also to be treated as Jobbers by us for the merchandising 
of fruit packing materials, Willards Chocolates prices to be at our discretion until 
such time as G. W. Hendershot ceases to be a competitor for this business.” 


(Exhibit 80) 
The Hendershot company of Hamilton appears to have been active in 
securing business for products similar to some of those manufactured by the 
Dominion Corrugated Paper company and from time to time the latter com- 
plained of lower quotations by the Hamilton company. Reference to agree- 
ment having been reached with the Hendershot company on circles for fruit 
packing is made in a letter of April 23, 1934, from the Dominion Corrugated 
Paper Company, Limited, to Hardy and Badden. Less than a year later, how- 
ever, in a letter dated February 15, 1935, the Dominion Corrugated Paper com- 
pany expressed a desire for a free hand to meet competition from the Hamilton 
company: 
“The arrangement which we entered into in accordance with our letter of Novem- 
ber 2nd, 1933, does not seem to be any too satisfactory from our standpoint. 
We are meeting with a new type of competition from our friends in Hamilton as 
a result of their expanded activities and we find ourselves unwilling to continue to 
operate against them without the right of open competition. 
As a result we have decided to discontinue this arrangement in so far as it limits 
our right to compete with the Hendershot Company on a price basis. 
We are still willing to afford any co-operation that may reasonably be asked of 
us in the maintenance of fair prices.” (Exhibit 80) 


This did not mean a complete withdrawal from the undertaking to maintain 
Container Materials prices, as the Dominion Corrugated Paper Company, 
Limited, wrote to Hardy and Badden on April 11, 1935: 


“With reference to our recent letter re price competition with Hendershott, and 
subsequent phone conversations. We are adjusting out prices to meet this competition 
only after we have satisfied ourselves, in each instance, that the competition is from 
him. We are sure that you will have no cause for complaint on our account, re price 
cutting, that you would not otherwise have as a result of Hendershott. Our books and 
records are all open for your inspection and we will frankly afford you any informa- 
tion that you ask of us.” (Exhibit 80) 


The continued recognition by the Dominion Corrugated company of its 
remaining undertakings with the combination was again indicated in a letter 
of June 4, 1935: 


“We hope to continue co-operating with you in the future and would appreciate being 
kept fully informed of any price changes that may be decided upon.” (Exhibit 80) 


Definite notice of withdrawal, coupled with an expressed. willingness to 
resume co-operation later, was given in a letter of August 14, 1936, to 
H. J. Badden:— 


“Following our telephone conversation of yesterday, and due to the competitive 
condition we are running into on certain of our lines, would you please accept our 
resignation from the association as of this date. _ 

We are agreeable to leaving our deposit with you until December Ist, in view 
of your remarks outlining the possibility of complete accord among the various 
Manufacturers. If this can be brought about then we would be glad to consider the 
advisability of conforming to any suggested arrangement at that time, as we are anxious 
to co-operate with the other Manufacturers as much as possible and have no desire 
to disturb the market by selling our products at prices below normal. (Exhibit 81) 


‘“‘eomplete accord ” mentioned in this letter referred to the efforts which 
a ae made to secure the co-operation of G. W. Hendershot Corrugated 
Paper Company, in maintaining prices set by Container Materials, Limited. 
A memorandum dated December 8, 1936, in the files of Container Materials, 
Limited, indicates that the Dominion Corrugated Paper company was not yet 
convinced that a firm understanding had been reached by all companies:— 


inl ! d., telephoned to-day 
Dominion Corrugated Paper Company, Ltd., telex 
in aoa LEM e ae iets He asked what had been done in connection with them 
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and they told them they had been maintaining prices since the end of October. He 
said he had an instance where they were not but would not go into detail as he said 
that he, at the present time, was outside of the association. He then suggested that 
as soon as we could assure him that they were definitely maintaining prices they would 
be glad to co-operate again.” (Exhibit 81) 


Hardy and Badden continued to hold the $200 deposit of Dominion Cor- 
rugated Paper Company, Limited, and kept them informed of changes in the 
prices of products which they manufactured, as the following letter, dated 
April 26,. 1937, from Hardy and Badden shows:— 


“Purther to our telephone conversation of to-day’s date we are setting out herewith 
new decimals which are effective as and from April 23,1937 . . . .” (Exhibit 80) 


Mr. Bernard Fox, manager of the Dominion Corrugated Paper Company, 
Limited, was questioned on the significance of this letter:— 


“Q. Had you reconsidered your resignation by April 26, 1937?—A. Apparently by 
not picking up our deposit, we had retracted our statements.” (Evidence, pp. 920-1) 


Mr. Fox said that, except for sales under one contract and to certain jobbing 
accounts, his company maintained the established prices. The jobbing accounts 
are those exempted in the letter of November 2, 1933, already cited, and in the 
case of these firms their resale price conforms to that set by Container Materials, 
Limited. 

Although the relationship between the Dominion Corrugated Paper Com- 
pany, Limited, and the manufacturers associated with Container Materials, 
Limited, has not been maintained under a definite written agreement in recent 
years, it is clear that this company generally maintains the established price 
schedules and is content to leave a deposit in the hands of Hardy and Badden 
as an evidence of its willingness to conform with other manufacturers in their 
policy of fixed prices. As recently as June, 1937, the Dominion Corrugated 
Paper Company, Limited, was invited to co-operate with members of the organi- 
zation in establishing prices on some corrugated paper products, as the following 
extract from a letter dated June 11, 1937, written by Canadian Wirebound Boxes, 
Limited, to Container Materials, Limited, indicates:— 

“At the last meeting of your agents a Committee consisting of representatives from 
Kraft Containers, Limited, and Dominion Corrugated Paper Company was appointed 


to figure and set new prices on apple barrel discs. This most hkely will cover the 
territory of Ontario, Quebec and the Maritimes.” (Exhibit 200) 


5. Extent or ContTrou 


The activities of the combination which have been reviewed in this and 
the preceding chapter show that by the end of 1936 Container Materials, 
Limited, had secured either price agreement on the part of all new producers in 
the field or effective restriction of potential competition which had threatened 
to interfere with its plans. The only customers not paying at the full fixed 
price scale were certain customers with whom definite contracts had been made 
previously. With respect to the fixing of common prices, Container Materials, 
Limited, at the end of 1936 held practically the same position as when it was 
established in September, 1931, excepting that a larger number of associated 
manufacturers were operating in the later period without quotas and deposits. 

Monopoly in this complete form, providing for the elimination of com- 
petition in prices of all corrugated paper products in Canada, continued until 
the beginning of 1938. In 1938 a new company, Shipman Boxboards, Limited, 
commenced the manufacture of corrugated boxes in Hamilton. The organizer 
of this company, Gerald T. Shipman, had acted for some years prior to 1937 as 
selling agent for the Bathurst Power and Paper Company, Limited, for its 
domestic business in kraft liner and corrugating board. It was charged by 
members of Container Materials, Limited, that. Mr. Shipman had endeavoured 
to enter into an arrangement similar to that made by Container Materials, 
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Limited, with O. and 8. Corrugated Paper Company, by which his company 
would receive compensation if its sales failed to reach an agreed volume. Mr. 
Shipman denied making such a proposal and gave evidence that he wished to 
establish his new business as a going concern before considering seeking mem- 
bership in or an agreement with Container Materials, Limited. Both Mr. Shipman 
and members of Container Materials, Limited, gave evidence that no undertaking 
had been made that Shipman Boxboards, Limited, would maintain the associa- 
tion prices. That these prices were not maintained by the Shipman company 
appears to be beyond doubt. Question does arise, however, as to the continuance 
of his independent price policy, particularly in view of the contradictory nature 
of his evidence on this point. Mr. Shipman indicated that he intended quoting 
his own prices until he became well established in the industry. As to whether 
or not once he achieved this position, he would seek or accept full membership 
in the organization, his evidence was not conclusive. At one point he stated:— 


“T would say that I have stated on several occasions that we were willing to 
become a member and would like to so soon as practicable. (Evidence, p. 1808) 


Even though the Shipman company is competing in price at the moment, its 
output represents only a very small part of the total sales of the industry. With 
this single exception all the producers of corrugated products in Canada are 
subject to the prices fixed by Container Materials, Limited. 

The efforts of Container Materials, Limited, to bring the associated members 
into still closer relations with the principal companies, by having them accept 
quotas and file deposits, were being actively pursued at the time of the close of 
this inquiry. The minutes of a meeting of directors on December 15, 1988, 
record :— 

“that Secretary is hereby authorized to try and arrange an agreement with the follow- 

Ing companies :— 

G. W. Hendershot Corrugated Paper Company, Limited, 
Superior Box Company, Limited, 
Kraft Containers, Limited, 
Maritime Paper Products, Limited, 
Wilson Boxes, Limited, 
giving them percentages based on their 1938 sales, with a minimum deposit of $2,500 


and an additional proration to equalize with the deposits now held for other companies.” 
(Exhibit 271) 


VIII. COMBINATION OF MANUFACTURERS OF PAPERBOARD 
USED IN SHIPPING CONTAINERS 


At the present time there are four principal manufacturers of paperboard 
used in the manufacture of shipping containers in Canada:— 
Bathurst Power and Paper Company, Limited. 
Brompton Pulp and Paper Company, Limited. 
Gair Company, Canada, Limited. 
Hinde and Dauch Paper Company of Canada, Limited. 


These four companies comprise the membership of Shipping Case Material 
Manufacturers’ Association, which was formed in 1935. Before examining the 
agreements which are the basis of this Association, reference should be made to 
earlier developments with respect to the control of prices of shipping case 
materials. 


1. MANUFACTURERS OF SHIPPING CASE MATERIALS 


The manufacture of paperboard for shipping containers has undergone 
considerable change in Canada with the rapid development of the corrugated 
box industry. Enlarged demand for paperboard has enabled paper mills to 
specialize in the manufacture of this class of products, and at least one new 
material, fourdrinier kraft, has become an important product in this field. At 
present there are five manufacturers of these products in Canada. In 1928, 
according to a report of the Department of Interior, there were eight. 

The Hinde and Dauch company was then, as it is now, the principal 
manufacturer of shipping cases in Canada, and prior to 1931 it absorbed prac- 
tically the entire production of its test container board in its own box factories. 
The manufacture of strawboard was undertaken by the Hinde and Dauch 
company in 1927, when a factory for this purpose was erected at Trenton, 
Ontario. The output of this plant was utilized by independent box factories as 
well as by the Hinde and Dauch company. The production of shipping cases 
advanced rapidly from 1927 on, and the demand for paperboard led to increased 
production by the paper mills. 

Prices of testboard and strawboard in the period prior to 1929 were rela- 
tively high in Canada and the United States. In 1928, however, a sharp break 
occurred in American prices which was checked in the following year, only to 
be followed by further declines in 1930 and succeeding years. Canadian prices 
for testboard at the beginning of 1928 were approximately the same as in the 
United States. The price of strawboard was somewhat higher m Canada than 
in the United States. Canadian prices held until August, 1929, when reductions 
were made bringing prices in line with the lower levels then prevailing in the 
United States. At this time the price of testboard in Canada was generally 
$51.50 per ton, and strawboard $56 to $60 per ton. At the time the Canadian 
Corrugated and Fibre Box Manufacturers’ Association was formed, in the fall 
of 1929, there was some strengthening of Canadian prices of shipping case 
materials. The prices of this period could scarcely be held in the face of the 
curtailed demand of 1930, and early in 1930 prices were reduced as paper mills 
sought to maintain their volume of production. Understandings which existed 
among members of the Canadian Pulp and Paper Association in regard to paper- 
board prices became more honoured in the breach than in the observance, 
especially as the continued fall in American prices put box manufacturers in a 
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position to meet their requirements by importations. In the fall of 1930 th 
prospect that importations might be reduced by reason of tariff changes ied 45 
efforts being made to re-establish an agreement among the board mills. The 
following subjects were submitted, in a letter of October 7, 1930, from J. B. 
McGibbon, O. N. Moore and O. A. Hutchinson to the secretary of the Canadian 


me and Paper Association for approval or discussion by the paper board 
ills:— 


“ : 

(1) A meeting of the proposed Association to be held the second Wednesday of 
each month at the alternate points of Montreal or Toronto. 

(2) Free discussion of problems to promote the most economical means of manu- 
facturing and distributing board. 

(3) Definite standardization of grades. 

(4) Elimination of side or off-runs sold as job lots. 

(5) Discussion of American competition as it affects the different Mills. 

(6) Confining operations to grades that the Mills are most adapted to manufacture. 

(7) Purchases of waste paper on standard contract form to insure more careful 
grading, better packing and less shrinkage. 

(8) Purchases of waste from Converters to be discouraged. 

(9) Mills who are also Converters to charge their Converting Plant schedule prices 
on all board delivered thereto, to insure that all Converters will be on an equal com- 
petitive basis so far as board purchases are concerned. 

(10) Mills who are also Converters not to use the fact that they are manufacturers 
as a means to secure business from other Converters, and generally the higher type of 
business ethics to be used by the different representatives of the Mills. The salesmen 
should confine their remarks to selling and prevent being drawn into costs, or such 
matters as are happening at the Mill Association meetings. As regards the latter, there 
has been a feeling that customers on many occasions have been in possession of informa- 
tion which never should have passed beyond the Members. 

(11) A schedule of prices to be based on manufacturing costs of all Mills and which 
will be satisfactory to all. Such schedule to be adjusted from time to time according 
to raw material fluctuations. 

(12) After careful consideration your Committee has thought it advisable to estab- 
lish definite though temporary prices, and it is their thought that these figures should 
be accepted or substitutes arranged at the next meeting to preclude the chance of 
irregularities developing before definite action has been taken by the Mills, as an asso- 
ciation, and that no contracts be entered into until a schedule of prices approved, and 
when schedule has been approved, any contract negotiated to conform with the price 

erlod. 
¥ (13) The filing of present contracts, showing date, price, expiry date and quantity 
undelivered. 

(14) More complete reports to proposed Association of all grades manufactured. 
This will develop more definite information as to what is being made by each Mill and 
will be more valuable in the future when it may come to a time when there is more 
segregation of grades among the Mills. 

(15) The necessity of a differential between screening board and chip to promote 
the movement of the higher grades of pulpboard at proper prices. 

(16) A discussion on freight rates in the hopes of securing more business in Western 
Canada.” i (Exhibit ; 258) 


The list of prices set forth in this letter included what are known as box- 
boards as well as materials for shipping cases. A price of $57.50 was suggested 
for the standard grade of testboard and the same price per ton for strawboard. 
A price of $80 per ton was also given for kraft liner. The use of kraft liner 
in the manufacture of shipping cases in Canada was an experiment at this time 
on the part of certain box manufacturers who had imported this product from 
the United States. Kraft board is much lighter than jute board of equal 
strength, so that the number of square feet of paper in a ton of kraft board 
is much greater than in a ton of jute. The prices of $57.50 and $80 per ton 
for jute and kraft respectively would result in a cost of $1.84 per thousand 
square feet of either board. | 

This effort to increase Canadian prices of paperboard in the face of feline 
American prices and curtailed business operations was unsuccessful, and ux the 
end of November, 1930, jute board was being quoted at $50 per ton. E as, 
sentatives of the paperboard mills continued to meet as the Board Section o 
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the Canadian Pulp and Paper Association. Although price lists were issued 
by the Board Section or by the group of board mills, price concessions were 
made by various companies. L. F. Winchell, of the Hinde and Dauch company, 
in a memorandum of February 28, 1931, to the head office of the parent 
company in Sandusky, Ohio, mentioned some of the prices which were discussed 
at a meeting of representatives of board mills at Montreal. Several companies 
were reported as selling jute board for $47.50. Mr. Winchell wrote that the 
highlights of the meeting included “ the re-stating of the observation of board 
prices as per list of January 29, 1931” (Exhibit 177). The price for jute board 
was re-established at $50. Kraft liner was being offered in the United States at 
a price which, it was stated, in Mr. Winchell’s memorandum, would permit it 
being landed in Montreal, with all charges paid, at $67 a ton, which was 
equivalent to a price of $42.50 for the heavier jute liner. 

The demand on the part of certain Canadian box manufacturers for kraft 
board led the Bathurst Power and Paper Company, Limited, to adapt one of its 
machines which had previously been used for the manufacture of newsprint to 
the manufacture of fourdrinier kraft board for shipping cases. The intention of 
the Bathurst company became known in the industry early in 1931, although 
production did not commence until the late summer of that year. The evidence 
of Mr. Winchell is that the continued threat of importations led the Brompton 
company to reduce the price of jute board to $42.50 after efforts had been made 
to get a customs valuation of $55 per ton placed on kraft board imported from 
the United States (Evidence, p. 1882). The reduction by the Brompton com- 
pany was followed by the issuance of a price list, dated June 19, 1931, by the 
Board Section (Exhibit 159), containing the new price of $42.50 for jute board 
as well as lower prices for certain other paperboards. Minutes of Board Section 
meetings of following months record chiefly activities of the group in matters 
connected with the manufacture and sale of boxboards for folding and set-up 
boxes, and no apparent effort was made to alter the list price of container 
boards. In September, 1932, some reduction in price to large users was made 
by the establishment of discounts for quantity purchases. This concession 
appears to have been withdrawn before the end of the year. 

Prices of paperboard commenced to rise rapidly in the United States in the 
spring of 1933, in anticipation of the N.R.A., and some of the Canadian mill 
executives thought the time was opportune to advance prices in Canada and also 
provide for more definite control over prices and terms of sale. Approval 
was given at a meeting of the Board Section on April 27, 1933, to the appoint-_ 
ment of an auditor whose functions were, as described in the minutes of May 18 

“to investigate any complaint made by a member and to have access to the records 

of the mill complained of. In the event of the complaint being proven the expenses 

of the investigation are to be paid by the offending member. In case the complaint is 

not substantiated then the expense is to be borne by the Section and provided for by 

special assessment.” (Exhibit 163) 
No evidence was secured to show that the efforts to advance prices of container 
board or to establish a check on the activities of board mills was successful at 
this time. Box factories continued to secure their requirements at previously 
prevailing prices, and no record has been found of investigation of complaints 
by the auditor. 

These efforts, however, were not abandoned. The Brompton company, in 
writing to Canadian Wirebound Boxes, Limited, on August 2, 1933, regarding 
certain prices, stated that the prices would apply “ providing the Board Asso- 
ciation’s new prices go into effect” (Exhibit 261). As most of the box manu- 
facturers had made contracts with board mills covering their requirements for 
varying periods, no immediate advance in prices could be made even if agree- 
ment were reached by the board mills. Towards the end of 1933 it was agreed 
to establish a price of $46.25 per ton for jute board, with corresponding prices 
for other container boards. These prices became generally effective in the 
spring of 1934. 
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. Steps were taken early in 1934 to develop a more rigid form of organiza- 
tion for the board mills. Record of this appears in the minutes of the Board 
Section for March 22, 1934, although the minute gives little indication of the 
nature of the development which was to follow: 


Discussion also arose as to the necessity of revising the Trade Customs and 
establish a fair and unfair trade practices, and grading and classification of grades. 
Following the discussion Mr. Maclachlan moved, seconded by Mr. Patton, ‘That 
pir. WH, O'Reilly be engaged to do the necessary work in connection with this 
assisted by Committees, to draw up the workings of the Boxboard Sales Company on 
the understanding that this work be only temporary and if the plan is not acceptable or 
does not proceed that his engagement be terminated and that the expenses of this tem- 
porary work be borne by the members of the Sales Company and assessed pro rata on 
the tonnage involved under the Boxboard Sales Plan.’ 

The motion was carried.” : (Exhibit 163) 


The proposal for a sales company, as this minute indicates, had already been 
advanced among the board mills. In a letter dated August 14, 1933, to the 
pees company, Louis Lemieux of the Canadian Pulp and Paper Association 
wrote: 

“The Undertaking and Agreement and Plan have been re-drafted as outlined in 


my letter of July 26th and copies are now being sent out to all members for signature.” 
(Exhibit 246) 


This plan provided that all sales of paperboard and pulpboard, with some excep- 
tions, would be brought under the control of a sales company in which each 
manufacturer would hold shares. 

Considerable time was to elapse before the so-called sales company became 
fully operative, although W. H. O’Reilly, secretary of Board Sales, Limited, 
wrote to the Hinde and Dauch company on July 18, 1934: 

“You are advised that the incorporation of the new Board Section selling company 
under the name of Board Sales Limited has been completed and the Company has 
been organized to the point when the time has arrived for the making of the subscrip- 


tions for stock and the execution of the contracts referred to in paragraphs numbered 
3 and 4 of the Plan for collaboration in sales activities.” (Exhibit 165) 


The securing of agreements with the various board mills was not com- 
pleted until the beginning of 1935, and the contracts between Board Sales, 
Limited, and certain manufacturers of paperboard were not formally adopted 
until a meeting of Board Sales, Limited, held on February 26, 1935. Before 
this action was taken the principal manufacturers of shipping case materials, 
ie., kraft liner and testboard, had “ got together and agreed upon a basis for 
operating a subdivision of Board Sales, Limited, to handle matters pertaining 
to the above-named grades,” as stated in a memorandum of January 23, 1935 
(Exhibit 268), from the files of Board Sales, Limited. J 

The minutes of the Bathurst company for January 30, 1935, contain the 
following reference to the formation of the Association: 

“The Chairman reported that a Meeting of the Members of the Board Section was 
held on Tuesday, January 22nd. at which meeting the Bathurst Company had made a pro- 
posal that the manufacturers of Test Board and Kraft Liner Board should form them- 
selves into a section or an Association for the promotion of friendly business relations 
and regulation and maintenance of fair prices of Test Board and Kraft Liner Board, 
and that after considerable discussion between the manufacturers of these products, it 
has been agreed that the formation of such a separate section was in the best interests 
of the companies interested in the manufacture of these products, namely, 

Dominion Boxboards 
Hinde & Dauch Paper Co. of Canada 
Bathurst Power & Paper Co. Ltd. 
Brompton Pulp & Paper Co. 
and that such proposal had been favoura’ 
°° s cont ated that the Bathurst Company would become a 
as Ra ena A ae wih respect to any board products, other than Kraft 
ese gd Paint am Material hich it may make in the future, but that Board 
Liner and Corrugated Material, which 1 1 


bly received by the members of the Section. 
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Sales would have no jurisdiction in any way whatsoever in respect to its manufacture 
or sale of Kraft Liner and Corrugating Material; but we would contribute our assess- 
ments towards the expenses of Board Sales Ltd. He reported that further discussions 
between the manufacturers of Test Board and Kraft Liner had taken place, which 
culminated in a meeting with Mr. Badden, of Messrs. Hardy & Badden, Toronto, on 
Friday, the 25th, at which meeting a draft agreement had been prepared whereby the 
parties to the agreement, namely, 


Bathurst Power & Paper Co., Ltd., 
Brompton Pulp & Paper Co., 
Dominion Boxboards, Ltd., 

Hinde & Dauch Paper Co. of Canada 


had agreed to form themselves into an Association to be called and known as Shipping 
Case Material Manufacturers Association. . . .” (Exhibit 245) 


As indicated by this minute, Shipping Case Material Manufacturers Associa- 
tion was not formed as a subdivision of Board Sales, Limited, but was con- 
stituted as an independent organization. The relations which were to exist 
between the two paperboard organizations were outlined in letters from the 
members of Shipping Case Material Manufacturers Association to Board 
Sales, Limited. The letter from Hinde and Dauch Paper Company of Canada, 
Limited, will serve to indicate the undertaking: 


“Toronto 2, Canada. 
March 13, 1935. 
Boarp SALES, LIMITED, 
University Tower Bldg., 
Montreal, Que. 


Dear Sirs,— 


Hinde & Dauch Paper Co. of Canada, Limited, begs to advise that the under- 
mentioned companies: 


Bathurst Power & Paper Company, Ltd., 
Brompton Pulp & Paper Company, Ltd., 
Dominion Boxboards, Limited, 

Hinde & Dauch Paper Co. of Canada, Limited, 


have formed themselves into an Association to be called and known as ‘Shipping Case 
Material Manufacturers Association.’ 


The objects of this Association are the promotion of friendly business relations 
between the above-named manufacturers and the maintenance of fair prices for ship- 
ping case materials. The agreement embraces all sales in the Dominion of Canada, 
and the Officers of the Association are Messrs. Hardy and Badden of Toronto and 
Montreal. 


Under the agreement which has been executed by the above-named Companies, 
Shipping Case Material Manufacturers Association will have entire jurisdiction and 
control over sales of kraft liner, test liner and corrugating materials manufactured by 
the signatories thereto, and Hinde & Dauch Paper Co. of Canada, Limited, hereby 
notifies Board Sales, Limited. that the agreement between it and Board Sales, 
Limited, is inoperative and without effect in so far as kraft liner, test liner and other 
corrugating materials are concerned. 


During the term of the agreement constituting the Shipping Case Material Manu- 
facturers Association, it will be the policy of the latter to inform Board Sales, Limited, 
of the trade customs, prices and terms of sale at which the products in question are 
sold and Board Sales, Limited, undertakes and agrees that its members will co-operate 
with Shipping Case Material Manufacturers Association on prices, terms of sale and 
trade customs adopted by Shipping Case Material Manufacturers Association for 
kraft liner, test liner and other corrugating materials when sold for the manufacture of 
shipping cases. 

Hinde & Dauch Paper Co. of Canada, Limited, will make monthly reports to 
Board Sales, Limited, of its domestic sales of corrugating products and will pay to 
Board Sales, Limited, the sums which may be assessed thereon, mentioned in Clause 
10, Articles (i) and (ii) of our Agreement with Board Sales, Limited. 


Hinde & Dauch Paper Co. of Canada, Limited, agrees to maintain the prices fixed 
by Board Sales, Limited, on the sales of shipping case materials sold for purposes other 
than the manufacture of shipping cases, provided the price so fixed is not less than 
the minimum price established by Shipping Case Material Manufacturers Association 
on such materials. 
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This letter is to be attached to and form 
, ; part of the aforesaid Agreement, which was 
signed by Hinde & Dauch Paper ( ¢ im 
“meebo aper Co. of Canada, Limited, under date of the 1st day 
Yours very truly, 


HINDE & DAUCH PAPER COMPANY OF CANADA, LIMITED. 
(Sgd.) L. F. Wincuett, 
Vice-Pres. & General Manager. 
(Sgd.) T. E. Luoyp, 


Treasurer.” 


(Exhibit 164) 
2. SHIPPING Case MATERIAL MANUFACTURERS ASSOCIATION 


___The reasons which led to the formation in 1935 of a separate organization 
in the paperboard industry to deal with the sale of shipping case materials were 
not clearly indicated in the evidence. The fullest statement on this point was 
given by, G...T. Shipman, who was selling agent for the Bathurst Power and 
Paper Company, Limited, in 1935, and vice-president of this company for a 
period in 1936. Mr. Shipman, who is no longer connected with the Bathurst 
company, said in evidence: — 

“T was opposed to the new Board Sales acting as the association medium for 
boards used in the manufacture of shipping containers on the grounds that there were 
quite a large group of mills in Board Sales only a very few of whom manufactured 
materials used in the manufacture of corrugated boxes, and that that group might 
have a completely different set of interests and, since they were in the majority, I 
felt we should have a separate association for our own business completely aside from 
them, and partly because I felt that that group was very unwieldy in making any 
great improvement in the industry on account of their numbers and diversification of 
interest.” (Evidence p. 1791) 


The essential features of the agreement entered into by the four members of 
the Shipping Case Material Manufacturers Association are outlined in the 
following introductory paragraphs :— 

“This Agreement made this first day of February, one thousand nine hundred and 
thirty-five. 
BETWEEN: 
Bathurst Power & Paper Company Ltd., Montreal, 
Brompton Pulp & Paper Company Ltd., Montreal, 


Dominion Boxboards Limited, Toronto, 
Hinde & Dauch Paper Company of Canada Ltd., Toronto. 


WITNESSETH : 

1. That the said parties do hereby form themselves into an Association to be called 
and known as ‘Shipping Case Material Manufacturers Association.’ 

2. The object of the said Association shall be the promotion of friendly business 
relations between the manufacturers, their agents, and the trade generally, also for the 
regulation and maintenance of fair prices of Shipping Case Materials and for conference 
and mutual aid with reference to purchase of supplies and the like. 

This Agreement embraces all sales in the Dominion of Canada. 

3. This Agreement is entered into until dissolved by mutual consent, but any of the 
parties hereto shall have the right to retire therefrom on giving ninety days’ previous 
notice in writing to the Secretary-Treasurer of his intention so to do. 

4. The Officers of the Association shall be Messrs. Hardy and Badden, Toronto 
and Montreal, as Secretary-Treasurer who have been elected by the parties hereto to 
serve for the term of this Agreement.” (Exhibit 29) 


Decisions of the majority are made binding upon the members of the combina- 


tion, as indicated by. the following: . 1 ak ane 5S ae 
‘“ solution adopted at any meeting of the \ssociation. y a majority of the 
pe Pica present shall be binding upon all the parties hereto.” (Exhibit 29, par. 6) 


The basic price control features of the agreement are stated in paragraph 8, 
coupled with provisions binding the members not to attempt to evade the regu- 
lations in any way. It is agreed, 


“That they, the covenanters, 
respectively responsible, will not quote, 


and the agents and others for whom they are 
accept or book orders for, offer or agree to sell, 
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or sell the goods covered by the Agreement, at lower prices or on better terms and 
conditions than those fixed by the schedule of prices annexed to this Agreement, or 
fixed by any schedule of prices which may be adopted by resolution of the Association 
under article 6, in substitution for all or any of the said schedules hereunto annexed.” 

(Exhibit 29, par. 8 (c)) 


Deposit of penal sums of $2,500 and $5,000 (to be added to until a maximum 


of $10,000 is reached) is agreed to by the members, who authorize the secretary- 
treasurer of the combination to have access to their books and records at any 


time: 


“That they, the covenanters, will allow the Secretary-Treasurer at all times access 
to their books of account, papers and correspondence, to enable him to verify any 
statement made by any of the parties hereto, or to investigate any accusation made 
against them respectively or the agents and others for whom they are respectively 
responsible. 

And the parties hereto do hereby severally promise, bind and oblige themselves, 
each in the penal sum set out herein— 

Bathurst Power & Paper Company Limited—$5,000.00 

plus 1 per cent on all sales made after the date of this Agreement, until a 
maximum amount of $10,000.00 is reached. 

Brompton Pulp & Paper Company Limited—$5,000.00 

plus 1 per cent on all sales made after the date of this Agreement, until a 
maximum amount of $10,000.00 is reached. 

Hinde & Dauch Paper Company of Canada Limited—$5,000.00 

plus 1 per cent on all sales made after the date of this Agreement, until a 
maximum amount of $10,000.00 is reached. 

Dominion Boxboards Limited—$2,500.00 

plus 2 per cent() on all sales made after the date of this Agreement, until a 

maximum amount of $10,000.00 is reached. 
towards the others of them, to strictly adhere to, observe and fulfil all the above Agree- 
ments, and Obligations and all Rules, Regulations, Prices and Discounts which may 
from time to time be resolved on, or adopted by the Association. And they further 
severally bind themselves to pay all penalties that may be imposed upon them under 
this Agreement for any breach or violation of the same by themselves or their agents, 
or other persons for whom they are respectively responsible. 

And to secure the payment of all such penalties when incurred, each of the parties 
hereto shall forthwith deliver to the Secretary-Treasurer cash or Dominion or Provincial 
bearer Bonds at par value, to be deposited by the Secretary-Treasurer to the credit of 
the Association in the bank aforesaid. And the interest on all moneys deposited under 
this clause shall be accounted for to the members respectively, who shall have delivered 
such moneys to the Secretary-Treasurer, as aforesaid, and such interest is to be placed 
to their credit in the books of the Association.” (Exhibit 29, par. 8 (h) ) 


The member companies, and the book-keepers, travellers and agents of 


each company are required to make declarations monthly as to observance of 
agreements, usder provisions including the following: 


“. . . each of the parties hereto and their respective book-keepers, and each traveller 
and each agent whose name has been declared to the Secretary-Treasurer, and the 
traveller of ‘each agent (all of whose names must be declared to him forthwith), shall 
send to the Secretary-Treasurer a solemn declaration in the form ‘A’ hereto annexed, 
that he has not directly or indirectly broken or violated, or permitted to be broken 
or violated, the terms of this Agreement, and is not aware of any such breach or 


violation.” (Exhibit 29, par. 9) 
The form of the declaration required is set out as follows as annex “A” to the 
agreement. 

“THE SHIPPING CASE MATERIAL MANUFACTURERS ASSOCIATION 
DECLARATION 
required by Agreement dated February 1, (1935 
e of 
in the County of 
do solemnly declare: 
That I am for 

one of the parties to the above mentioned Agreement. 

That during the month of 19 , neither I nor to the best of my 


knowledge and belief, any other person for or on behalf of the said party, did in any 
way whatsoever consign any of the goods covered by the said Agreement to any person 


(1) By resolution of March 20, 1935, this percentage was reduced to 1 per cent. 
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whomsoever on any pretext, nor allow: nor pay any commission except to bona fide 
agents whose names have been previously declared to the Secretary-Treasurer of the 
said Association, nor sell nor invoice the goods covered by the said Agreement except 
in the name of the said 

That I have not, nor to the best of my knowledge and belief, has any other person 
as aforesaid, either directly or indirectly resorted or had recourse to any scheme or 
subterfuge whatever, as an inducement, or aid, or which may operate as an inducement 
or aid, in making present or future sales of goods. 

_ That no goods covered by the said Agreement have been sold by me, nor, to the best 
ol my knowledge and belief, by any other person as aforesaid (except to members of the 
said Association) at any lower price than those fixed by the said Association and in 
force during the said month, and that no rebates, discounts (except as allowed by the 
said Association and then in force) drawbacks, allowances, or inducements whatever, 
have been made or allowed by me, or, to the best of my knowledge and belief, by any 
other person as aforesaid, as an inducement to any person to purchase goods. 

That no goods have been sold by me, nor, to the best of my knowledge and belief, 
by any person aforesaid, subject to a decline in price, or for delivery except as provided 
for in clause ‘g’ of section 8 of the Agreement. 

And I make this solemn declaration, conscientiously believing it to be true, and 
knowing that it is of the same force and effect as if made under oath and by virtue of 
‘The Canada Evidence Act.’ 

SIGNED AND DercLarRED before me 
at this 
day of 
iva 10a i. 
(Exhibit 29) 
The price schedule adopted on the formation of the Association incorporated 
the prices on which general agreement had been sought by the mills in 1934. 
The details of prices are set forth in the minutes of a meeting held in Toronto 
on January 30, 1935: 
‘“ Resolved: 
That effective forthwith the following schedule of prices and terms, etc., is adopted :— 


Container Board: 


Double Lined Solid Fibre Container Board— -040 and up.......... $65 00 

Single Lined Solid Fibre Container Board— -040 and up.......... 62 50 
Testboard—in rolls only (and must not be soid in sheets): 

90 to::100: Test- 016 fosG6 lbs Hise ee) re es Oh TS). 46 25 


Weight to be 66 lbs. to 1,000 sq. ft. with no greater variation of 
weight than 5 per cent allowed by usual trade practices. 
West of Sudbury, Ombario— “016.70 166. lbs... ... Geer. <v. eee 57) 25 
135 Test—differential $2.50 per ton; caliper to be not less than -025. 
155 Test—differential $7.50 per ton; caliper to be not less than -030. 


Kraft Liner: 


Basis 42 Tbs: “bo TOO} Scent MeO Gere, ste Nee ee eee. hears ag 72 66 
Basis .50: tbs: toWZ0b0" sq fiiey 4 O96... 0.4L. IR, SAREE . O).. 61 05 
West of Sudbury, Ontario 
Kraft. Liner 420lbgn2O01Ges. Aged Aanen snes ee oie eet. 89 95 
Kraft Liner..50) dbs: “O06 2) ete eee Simtel te: fsbt ae, beers (D100 
Corrugating Kraft, Straw and Chipboard: 
-009 Caliper,:34 Ibsivto 71,000 isqemttiserawie 2)....26tiie. Gate. OAL. 52 50 
-009, Caliper, 28 lbs; tiel 000, so abt ipaiio siete formers: aiceeie oe 63 75 
-009 Caliper, 34 Ibe, to: 23000 say fhz \C hipboareni.. tae et anlar: a8 50 00 
West of Sudbury, Ontario 
-009° Caliper, 34, bs, to) 00D" sar ft.wisctave on oe sete cemeeae 63 50 
009 Caliper, 23° Ibs te? D000 ach G5 Imari bitrate ssi >see? kien 77 10 
-009 Caliper, 34 lbs. to 1,000 sq. ft. Chipboard... ......05.....0..- 63 50 


Sales Tax Extra. 
Terms of Sale, Net.Cash 30 days. 


The above prices are F.O.B. mills, delivered to customer, and the actual freight paid 
by the customer to be allowed by credit note.” (Exhibit 25) 
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These prices were continued until April 30, 1985, after which date, under a 
resolution adopted at a meeting on March 20, prices were to be given on a 
yardage basis. The resolution read: 
“That the present price schedule as adopted at meeting held January 30, 1935, shall 
continue in effect until April 30, 1935. 
Effective May 1, 1935, prices shall be established on a yardage basis equivalent to 
present prices, which will be an approximate advance of 30 cents per ton, and these new 
prices will continue in effect to June 30, 1935.” (Exhibit 25) 


Decision to notify Board Sales, Limited, of all changes in prices, terms and 
conditions, was made at a meeting held on March 20, 1935. 

The membership of Shipping Case Materials Manufacturers’ Association 
has remained unchanged apart from the replacement of Dominion Boxboards, 
Limited, by Gair Company, Canada, Limited, which purchased the Dominion 
Boxboard mill in 1936. 

The close relationship that exists between the Shipping Case Material 
Manufacturers Association and Container Materials, Limited, with two members 
of the former also members of the latter, and with both of them under the same 
secretarial administration, strengthens the hands of the members of each group 
in maintaining prices and securing adherence to their regulations, and does much 
to guarantee the continued existence of the two organizations. L. F. Winchell 
of the Hinde and Dauch company, in a letter of November 13, 1937, to one 
of the Winnipeg box manufacturers, expressed the view that “the biggest 
assurance of Container Materials continuing will be obtained through the main- 
tenance of S.C.M.M.A.” (Exhibit 278). General changes in prices have been 
made by both organizations practically simultaneously since 1935, on each 
occasion after discussion between members of the two organizations. A slight 
increase in the price of shipping case materials was made in July, 1935, without 
any change taking place in the price of containers. The inter-relations of the 
two associations, in this connection, are indicated in the following extract from 
an office memorandum of Brompton Pulp and Paper Company, Limited, dated 
June 10, 1935: 


“ As yegards our prices for Board, it is recognized that the spread between Board 
and Box prices is too great. The Bathurst Company, represented by Mr. Shipman, were 
strong for the idea of no advance now, but for making a $3.00 to $4.00 advance effective 
for the last quarter of this year. Mr. Badden advised the meeting that any such 
advance during this year would create chaos and pointed out that the present offered 
opportunity to advance say One Dollar per ton, feeling that the Boxmakers would 
absorb same without objection. 

Bathurst finally came into line and it was agreed to advance liner 3c. per M aq. ft. 
which means 91c. per ton on -016 Jute Test and $1.20 per ton on -016 Kraft Liner 50 lb. 
No advance was made on ‘009 Corrugating and the Winnipeg prices remain as formerly.” 

(Exhibit 261) 


Differences of interest and opinion between the two organizations natur- 
ally are not absent. During the recent period when prices of shipping con- 
tainers in the United States again declined, thus creating the possibility of an 
increase in imports from the United States, some of the box manufacturers 
pressed the board mills for reductions in price, and these have been made only 
after the lapse of some time. The significant feature is that, no individual 
manufacturer in either organization can initiate a price change. Action must 
be delayed until agreement has been reached among at least the majority of 
the members. There can be little doubt that adjustment to changing market 
conditions would proceed more quickly if each manufacturer were free to 
formulate his selling policy in relation to the conditions affecting his business. 

Control of the quality of boxes, particularly as relating to non-test boxes, 
to which reference has already been made, is illustrated in the way in which 
the combination of box manufacturers was assisted by the related combination 
of paperboard manufacturers in carrying out certain restrictions. For a period 
commencing January 1, 1935, such boxes were not supplied by members of 
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the box association. The members of the Shipping Case Material Manufac- 
turers Association assisted in this action by adopting a resolution on April 25, 
1935, which provided “that no caliper between -009 and ‘016 shall be made. 
The quality of -009 shall be dry finish, except when made for use other than 
shipping cases (Exhibit 25, p. 19). This resolution had the effect of eliminat~ 
ing the supply of intermediate weights of paper such as -012 which were being 
used by some box manufacturers in the production of non-test cartons. 

Another danger arising out of the close relationship that exists between 
the two organizations is seen in the possibility of joint action being taken by 
them to restrict freedom of entry of new firms into the corrugated box industry. 
No proof has been found of concerted action on the part of the two combina- 
tions to restrain any firm from establishing a corrugated box plant. It has been 
found that individual members of Container Materials, Limited, have on occa- 
sion requested members of the Shipping Case Material Manufacturers Asso- 
ciation to assist in dissuading some firm that was considering going into the 
field. In 1936 an instance of this occurred when it became known to the 
members of Container Materials, Limited, that a company associated with a 
textile firm was considering the establishment of a corrugated box plant. Mr. 
Hayes of Shipping Containers, Limited, made representations to the Bathurst 
and Brompton companies, who were customers of the textile firm, that they 
should interview the firm and indicate that it was not a propitious time to 
establish a box plant. This was done and, whether because of the discussion 
with the board mills or for other reasons, the proposal to establish a box 
plant was not carried out. The Hendershot company of Hamilton was charged 
@ premium on its purchases of paperboard for a period in 1934, shortly after it 
entered the field, under circumstances which are described in Section VII of 
this report. More recently, Shipman Boxboards, Limited, which commenced 
business in Hamilton in 1938, found it impossible to secure supplies of shipping 
case materials from any member of the paperboard combination in Canada. 
Here, again, no evidence was found that collusion of members of either or both 
combinations was responsible for the refusals to sell. A large proportion of 
the Shipman company’s requirements of paperboard in 1938 was brought in 
from the United States. ars 

Agenda of meetings of Container Materials, Limited, indicate that “new 
firms’ has been a subject listed for discussion at several meetings. No record 
appears in the minutes of the nature of discussions on new firms, apart from 
reference to firms with whom definite understandings have been reached. Nor 
has any indication been found in the minutes or other records that Container 
Materials, Limited, has made formal representations with respect to such poten- 
tial competition, or has authorized them to be made. Such action as has been 
taken appears to have been taken by individual members of the organization. 


3. Export ALLOWANCES 


ovision for price concessions for export trade is a further instance of 
aaa by he two organizations. Under the provisions of the sae 
‘Act a drawback of duties may be given on goods which have been Gop € 
into Canada and then exported. Some Canadian manufacturers “ie use ae 
quantities of shipping containers for their export business have found it Bp . 
able at times to meet their export requirements by_ importing iS ipraneras ie 
the United States and securing a drawback of the duties paid on a impor ie 
tions. Such shipments may occur med the Fy eae amet ie a ag 
American and Canadian boxes is more than sulncien er the | ‘ 

i , ers | sidered that special prices should be 
portation. Some box manufacturers have cons} i 1D aa eR chee 

n necessary to assure holding the trade 1n boxes use xpo 

Be aden Rae danthal exercised by Container ey miei He 
associated manufacturer may give such concessions without the conse 


74749—6 


82 PAPERBOARD SHIPPING CONTAINERS AND RELATED PRODUCTS 


organization. With the formation of the combination of paperboard manu- 
facturers it became impossible also for any of the members of that organization 
to quote lower prices for paperboard to be used in such containers without 
securing the approval of the association. 

Efforts were made by manufacturers of corrugated boxes to secure the 
agreement of the members of both combinations to some arrangement under 
which special prices could be allowed for containers which were to be exported. 
The minutes of a meeting of the directors of Container Materials, Limited, on 
November 27, 1935, record the following agreement: 

“Tt was reported by some agents that they had been notified by domestic customers 
that in future in order to meet competition on their export business they would be 
required to import their boxes, which would be subject to 99 per cent drawback on the 
amount of duty paid when later exported, unless they could obtain some concession 
in the price of these boxes from the Canadian manufacturers, and it was, 

Resolved— 

That subject to the following conditions the box manufacturers are prepared to 


allow domestic customers purchasing boxes for export purposes a discount of 15 per 
cent off the present tariffs . . . .” (Exhibit 4, p. 122) 


The conditions under which this discount would be granted were that purchasers 
of such boxes should furnish a certificate of export and that the board mills 
would allow the box manufacturers a discount of 15 per cent on the paperboard 
used in such boxes. 

The discount on finished boxes was increased within a month from 15 to 
20 per cent when the board mills agreed to increase their discount on raw 
materials to 18 per cent. This latter percentage was based on the difference 
between the price of liner board under the agreement of the Shipping Case 
Material Manufacturers Association and the price prevailing in the Detroit 
area in the United States. The procedure adopted was for the customer to 
furnish the box manufacturer with a certificate of export which would be sub- 
mitted for approval by the box manufacturer to the secretary of Container 
Materials, Limited. This officer, who is also secretary of the Shipping Case 
Material Manufacturers Association, would transmit the certificate to the board 
mill designated by the box manufacturer, and the board mill was then to make 
a rebate of 18 per cent on the value of the raw material represented in the 
finished boxes. 

In order that no member of Container Materials, Limited, would cultivate 
such business too actively it was provided that “the regular rate of pool tax 
shall apply on all such export boxes, and shall be figured on the original invoice. 
value” (Exhibit 4, p. 123). The resolution of the Shipping Case Material 
Manufacturers Association authorizing rebates for export purposes was passed 
at a meeting held on January 3, 1936, and after setting forth the price differential 
on which the allowance would be calculated, it provided: 

“The above rebate arrangement to apply only to the purchases for export of 
Shipping Case Manufacturers who purchase their entire requirements of shipping case 
materials in Canada, regardless of whether such requirements are purchased for domestic 
or export purposes. All such rebates shall only be made under the direction of the 
Secretary of Shipping Case Materials Manufacturers Association, for which purposes 
he shall require affidavits and regular Governmental Documentary evidence.” 


(Exhibit 25, p. 27) 


This system of rebates was first adopted for three months with provision 
for extension for further periods. It was maintained until October, 1938, at 
which time a general downward revision in prices was made and the export allow- 
ance was discontinued by both board: mills and box manufacturers. Some 
members of Container Materials, Limited, had favoured the abandonment of 
the export allowance much earlier if the situation had appeared favourable for. 
such action. The Corrugated Paper Box company wrote to Container Materials, 
Limited, on June 10, 1937, that “if information should come to your hand that 
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ee ed ae are sufficiently advanced, we would strongly advocat 
on epee at o export bid ste: ” (Exhibit 59) Prices in the 
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une, 1937. The action of Container Materials, Limited, in a 


18 per cent in October, 1 V 
Sate Paine: r, 1938, was used as the occasion of eliminating the export 
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: at its four members manufacture 
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have been established in a manner to yield the same ne ae ee 
feet for products of equivalent test strength whether made of jute or kraft, 
The first price schedule established by this combination was based on prevailing 
trade quotations, which were on a tonnage basis yielding equivalent yardage 
prices. Since May 1, 1935, the procedure has been simplified by setting aioe, 
Bo Reus mney feet. The resulting tonnage prices, which provide the basis 
2 anaes ae in the industry, vary with the number of square feet per ton of 

The determination of prices in this manner results in arbitrary prices Sa 
are not related in any direct manner to the costs of manufacture. In 1932, when 
the price of kraft paperboard was established in relation to a price of $42.50 
per ton for jute board, the price of 50-lb. water finish kraft was $56.10 and 
42-lb. dry finish kraft $66.80. The secretary of the Bathurst company wrote: 
at that time to the general manager of the company “As you know, the cost of 
manufacturing the Dry Finish 1s the same as the cost of manufacturing the 
Water Finish” (Exhibit 246). He suggested that both types of kraft board 
should sell at the same price per ton. This suggestion was not accepted, and 
when control of paperboard prices was established by the combination the’ 
price per thousand square feet of all types of -016 liner was set at the same. 
figure and no lower yardage price has been permitted for 42-lb. kraft. In the 
United States, according to a report of “ Official Board Markets ”” of June 25, 
1938 (Exhibit 249A), 47-lb. kraft was selling generally at $1.17 per thousand 
square feet and the 42-lb. sheet at $1.05, which would result in. tonnage prices: 
of approximately €50 for either weight. The price schedule of the paperboard 
combination for June, 1938, with a price of $1.56 per thousand square feet fori 
either 50-lb. or 42-lb. kraft, yielded tonnage prices of $62.40 and $73.80 
respectively. | 

Changes in weights of paperboard are of immediate concern to paper mills 
as any reduction in the weight of a particular product means a loss of tonnage 
which may result in smaller financial returns. Whether a reduction in weight 
results in a product of lower quality depends on several considerations including 
the grade of the ingredients and the nature of the processing. The situation 
now is, however, that changes in weights of paperboard can be made only upon 


(1) This evidence did not relate to the production of such materials on 
7474963 


the Pacific Coast. 
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the joint agreement of the members of this group of mills, as is indicated in a 
letter of March 25, 1938, from G. W. Brown of the Gair company to an official 
of the Bathurst company, outlining the position taken by L. F. Winchell of the 
Hinde and Dauch company: 


“Further to my letter of the 24th addressed to Larry and in line with our phone 
conversation this afternoon, I had a further talk with Lute who states that he had a 
letter from Phil Scowen to-day stating that he felt 42-lb. Dry Finish Liners should 
be established, to which Lute has replied that to his knowledge, American manufac- 
turers of this weight have doubts as to the advisability of having introduced this 
quality at the present time and that in line with his earlier discussions with Mr. Frohman, 
they are going to oppose its introduction because it means debasing of price, of quality 
and of tonnage, not only for the Kraft mills but for the Jute mills as well and that with 
its introduction, his Company has no choice but to withdraw from Container Materials, 
S.C.M.M.A. and Board Sales as well. Quite frankly, he states he is not making this 
in the form of a threat but they have endeavoured to be outstanding in their co-opera- 
tion on the principle of live and let lve and that the agitation for 42-lb. Dry Liners 
is not in line with the statement made at the Container-Mills meeting the other day 
when Harold Badden asked Cliff Munce if a reduction of ten per cent on regular liners 
was granted if there would be any necessity of introducing the 42-lb. Dry Finish boxes 
and Cliff’s answer was in the negative. Quite naturally Lute cannot help but feel that 
now having accomplished the reduction in prices, that the agitation is now being forced 
to bring in Dry Finish Liners to further complicate the situation not only from the 
standpoint of the mills but also the boxmakers. Quite honestly the situation is so 
filled with danger that I think a four-cornered discussion following the Board Sales 
Meeting, even if it is necessary to spend an extra day, will be well worth the time 
given to the situation.” (Exhibit 251) 


Each of the products, jute board, fourdrinier kraft board and strawboard, 
is made largely from different raw materials and manufactured by a different 
process. Under competitive conditions the relative prices of each product would 
reflect. to some extent the conditions surrounding its manufacture. It is evident 
that no great divergence between the prices of jute and kraft liners could take 
place without the substitution of one product for the other in the manufacture 
of shipping cases. The same situation is probably true with respect to straw- 
board and kraft board for corrugating purposes. The maintenance of equi- 
librium between the contending products would not, however, be brought about 
by arbitrary fixing of prices but by the conditions of the market and sources of 
supply. 

The small membership of the Shipping Case Material Manufacturers 
Association and the restricted number of products controlled by the association 
have not necessitated the complexity of regulations which has characterized the 
operations of Container Materials, Limited. Price control has been maintained, | 
however, in no less rigorous manner. The accounts of members of the Shipping 
Case Material Manufacturers Association are subject to detailed audit by 
representatives of the combination. Price control has been further facilitated 
by the standardization of grades and colours of paperboard, which has been 
effected by joint arrangement between the two combinations. It is recognized 
that such measures of standardization and simplification may result in economies 
being effected by board mills and shipping container manufacturers. When such 
measures are used, however, to reinforce a rigid system of price fixing without 
regard to actual differences in cost of various manufacturers, they must be con- 
sidered as part of the general program to eliminate price competition which 
has been the essential function of Shipping Case Material Manufacturers 
Association. 


IX. CONCLUSION 


This report has dealt with the activities of two trade combinations, 
Container Materials, Limited, which was formed in 1931, and Shipping Case 
Material Manufacturers Association, which has been operating since 1935. 
The principal agreements under which they have operated, the objects sought 
to be achieved, the manner in which the agreements have been administered, 
as well as the results which have followed from their enforcement, have been 
set forth in the present report largely im the language of the documents and 
of the members of the organizations themselves. 

Commencing with a series of written agreements under which manufac- 
turers in the corrugated box industry bound themselves to absolute adherence 
to the fixed prices on which the organization decided, Container Materials 
Limited, developed a system of control to prevent ‘any possible deviation from 
these agreements. This system of control has been rigidly enforced. Deposits 
varying In amount from $500 to $10,000 were placed by the members with 
the management of the association as guarantees that prices would be main- 
tained and that its other regulations would be observed. These deposits, in 
the case of quota members, have been added to through a levy of one per cent 
on sales, until in 1938 the total accumulation amounted to over a quarter of a 
million dollars. Fines were provided for and have been imposed whenever 
infractions have been discovered. Affidavits have been required each month of 
certain directors and all sales managers and travelling salesmen of all com- 
panies, in which they swear that they have maintained prices and have not 
“directly or indirectly made any allowance, rebate, discount or other induce- 
ment to any customer.” A scheme of sales allotments or quotas has been 
developed under which each member subject to the quota arrangement is allotted 
a certain percentage of the total business, paying a penalty if he sells beyond 
his quota, or receiving cash compensation if he sells below. The giving of any 
advantage to a customer by means of improved quality or service at the agreed 
price is checked by a fixing of the qualities of materials used and restrictions 
on the services that may be rendered. To enable the management of the com- 
bination to satisfy itself that the conditions of the agreements are being ful- 
filled, each manufacturer permits authorized representatives of the association 
to have “free access at any time to his plant, books and records of every 
kind.” Where new competition has developed, financial or other inducements 
have been offered the new companies to persuade them to conform to the price 
agreement, with the result that at present only one company, and that one 
established in 1938, is not maintaining these prices. In one instance where new 
competition was threatening to disrupt the price agreement, the method used was 
that of joint purchase of the business in order to effect its withdrawal from 
the industry. When these facts are considered, and when it is realized that 
the industry has operated until recently under a tariff protection which worked 
out to between forty and fifty per cent, it is apparent that price competition 
as a public safeguard in this industry has been all but completely suppressed 
by the operations of this association. Indeed it would be difficult to devise a 
more complete elimination of price competition in any industry than has been 
achieved through the operations of Container Materials, Limited, in connection 
with the manufacture and sale of shipping containers. Certainly nothing more 
complete in this respect has been the subject of investigation under the Com- 
bines Investigation Act since it was passed in 1923. A combination of this 
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type, if permitted to continue to operate in restraint of trade, would also be 
likely to be of greater permanence than a voluntary trade association, because 
it is an incorporated company in which the members have substantial holdings. 

In the case of the combination of manufacturers of paperboard, known 
as the Shipping Case Material Manufacturers Association, the objective, the 
elimination of price competition, has been the same as that sought by the 
manufacturers of corrugated boxes. The method of the incorporated company 
has not been followed and no quota system has been adopted. The tariff 
protection is not as high and therefore the industry 1s more subject to outside 
competition. This group has not encountered the same competitive attempts 
from concerns outside the association as the combination of box manufac- 
turers, and consequently has had no occasion to purchase competitive equip- 
ment or make other outlays in order to persuade competitors to conform to 
their agreements. In all other important respects the measures of price control 
adopted by the two combinations are of the same character. Written price 
agreements form the basis of the combination of paperboard manufacturers. 
Infringement of these agreements brings upon a member the financial penalties 
which the secretary of the association is authorized to impose, and a substantial 
deposit is required of each company as a guarantee that these penalties will be 
accepted. The machinery for enforcement is substantially the same as in the 
case of Container Materials, Limited. 

These methods of control are described in greater detail in earlier sections 
of this report. One effect .of this control would appear to have been inevit- 
able—the attraction of new capital to an industry which had developed such an 
elaborate scheme for profitable operations. The influx of new companies into 
the corrugated box industry has continued throughout the nineteen-thirties. 
As already indicated, however, each newcomer, with the one recent exception, 
has been absorbed into the combination, usually when it became established 
after operating for a period at selling prices below the fixed prices of the 
combination. If the capacity of the industry had been far below the needs 
of the country the entry of these firms would have been an economically sound 
development. When it is realized, however, that this type of control has 
encouraged an increase in capacity to produce far in excess of the country’s 
needs, the disservice to the public is apparent. Even in 1934 one of the heads 
of the Hinde and Dauch company in the United States referred to “the 
already extremely large excess capacity in the industry in Canada”. In spite 
of greatly increased demand since that year, improvements in existing equip- - 
ment and the installation of new machinery have caused the persistence of over- 
capacity. 

In the past five years four new corrugated box plants have been estab- 
lished in Ontario. The experience of one of these, O. and S. Corrugated 
Products Company, of Toronto, is related in Section VI of this report. Within 
a month of the establishment of the O. and S. company, the members of the 
combination induced its owners to agree to maintain the fixed prices, and 
secured this agreement by offering the company a sales allotment and a guar- 
antee that even if the company produced nothing it would be compensated 
to the extent of $30,000 for its first nine months with the group. The sales 
of the O. and S. company dropped sharply within a month of joining. Its 
sales for the entire nine months totalled only $19,355; its receipts from the 
members of the combination for the same period amounted to $26,128. Arrange- 
ments on a similar basis continued, with the result that in the twenty-five 
months period ending April 30, 1938, payments received by this company from 
the group amounted to 84-5 per cent of its sales. In other words, under this 
arrangement for every dollar of sales made by this company it received an 
additional 84-5 cents from the other members of the combination. In this 
twenty-five months the O. and S. company was paid a subsidy of $69,690, 
largely if not altogether as a return for its undertaking to refrain from any 
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competition in price with the members of the combination. This amount was 
paid to this Ontario company in several instalments by all the members of 
Container Materials, Limited, including those whose plants are located in the 
Maritime Provinces, Manitoba and British Columbia. 

A total payment of about $86,000 was made by the association to Building 
Products, Limited, for a somewhat similar purpose. This company, which 
prior to 1935 had been manufacturing fibreboard shipping containers, for the 
greater part of the time under the price agreement, declared its intention to 
enter the corrugated box field. Negotiations between Container Materials, 
Limited, and Building Products, Limited, resulted finally in the purchase of 
the fibreboard box business of the latter at Portneuf, Quebec, for approxi- 
mately $86,000, of which amount only $5,655 was recovered through the sale 
of the machinery to the member companies. 

The quota system operated by the combination of box manufacturers has 
been responsible for other large outlays on the part of some of its members. 
These outlays have in turn been distributed to the other members of the asso- 
clation who have not reached their allotted proportions of the total sales. 
The payments of one firm into the pool for the six-year period 1931-1937 were 
$186,132. Pool payments to one member for the one year 1937 amounted to 
$62,468. This sales allotment or quota plan is reviewed in Section IV of the 
present report. 

_ Some of the effects of the quota system as employed by trade combina- 
tions are well described by A. F. Lucas in the following extract from ‘Indus- 
trial Reconstruction and the Control of Competition,” a study of recent develop- 
ments in the control of industry in the United Kingdom: 

“There probably is no method of determining the relative position of a firm except 
through some simple and more or less arbitrary basis such as past output. Yet one 
cannot watch the operation of these quotas without profound misgivings. The crystal- 
lization of an industry into a permanent pattern from which no individual producer 
is allowed to deviate would seem to have extremely prejudicial effects on the efficient 
conduct of that industry. Even though a measure of flexibility is attained through 
some form of the compensatory quota system, it is only at the cost of a tax on those 
firms who desire to expand. No touchstone has been discovered whereby the less 
competent producers may be subjected to restraints while those most worthy to survive 
are released. The application of restrictions sufficiently rigorous to achieve the ultimate 
objectives of control inevitably inflicts serious and undeserved hardship on many 
producers. While an arbitrary standard such as past output has all the appearance 
of justice, actually it bears much more heavily on some producers than 2 Sen) 

pp. 309- 
Mr. H. E. Manning, K.C., counsel for the two combinations under investiga- 
tion, made extensive reference in his argument at the conclusion of the inquiry 
to matters set out in Lucas’s book, and discussed various measures of govern- 
ment control of industry in Great Britain and elsewhere. Mr. Manning’s 
argument related in part to legislation dealing with the marketing of natural 
products for which various legislative bodies have authorized the adoption 
of certain measures of control. It is evident, however, that whatever may 
have been the circumstances which led to the passage of such legislation, 
the status of legally constituted marketing bodies cannot be advanced to 
support the position of a private trade combination which has assumed sub- 
stantial control of an industry in the interests of its own members. Mr. 
Manning dealt at somewhat greater length with permissive legislation in the 

United Kingdom under which collective arrangements have been authorized 
for certain industries, with provision for varying degrees of industrial regula- 
tion and control. The instances which he cited were certain depressed British 
‘ndustries which had become matters of public concern and the remedies 
for whose ills Parliament had decided could be found in the delegation of 
authority to certain groups defined by statute. Here again the authority 
publicly vested in such bodies by parliament in the public interest cannot 
be advanced in justification of the control which individual trade combina- 
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tions have taken to themselves, largely through secret agreements, to serve 
their own private interests. Even in the case of trade controls operated under 
public authority, the problem of protecting the public interest in the absence 
of price competition is being found to be an increasingly difficult task. 

It was claimed by counsel for Container Materials, Limited, that the 
prices set by that association must be considered reasonable because they 
were based on cost. This contention has been met in the discussion of the 
so-called cost method of setting prices earlier in the present report. It is 
clear that the prices fixed were not established on the basis of actual costs 
and that the method pursued was an arbitrary fixing of prices by the group. 
With respect to shipping case materials, no evidence was put forward which 
would indicate that the prices set by Shipping Case Material Manufacturers 
Association were based on costs. Even if it were possible to determine accur- 
ately each manufacturer’s actual cost of producing each class of corrugated 
box or paperboard at a given time, question would remain as to what part 
of these costs had developed because of the absence of competitive condi- 
tions. In reports made by Jenkins and Hardy, auditors for the corrugated 
box combination, figures are submitted showing “that the individual member’s 
cost of doing business varied widely.” Total costs of members in 1937 ranged 
from 79 per cent to 97 per cent of sales, on the basis of the accounting methods 
adopted by the association’s auditors in their surveys. Cost variations to 
this extent are found even though the agreements among the member com- 
panies embrace types of materials which may be used and though the cost 
of principal materials is fixed by the price agreement of the manufacturers 
of paperboard. 

The control over prices which these combinations can exercise is subject 
to certain broad limitations, aside from those provided by law. If prices were 
advanced high enough or maintained when prices elsewhere were falling, 
importations would be made from lower priced sources of supply. New pro- 
ducers would be attracted to the industry and possible substitutes would also 
be developed. Other types of containers are now available for the same uses 
as paperboard shipping containers. These include principally wirebound boxes, 
wooden boxes and crates, which are higher cost products and which in certain 
other respects, such as adaptability for printing, storing, handling and packing, 
lack advantageous features possessed by paper containers. Such potential 
competition, as a more remote influence, does not perform or approach the . 
function of normal price competition within an industry as an impartial check 
on prices and as an encouragement to efficient and economical operations. 
In this industry potential competition, where it has shown itself in the form 
of new producers, has been limited in its effects by the practice of inducing 
newcomers to enter the combination or to conform to its prices. The result in 
this respect has been further additions to the productive capacity of the 
industry, with little or no advantage to the public. 


Detriment to the public through the suppression of competition by trade 
combinations is the test which the higher courts in Canada have consistently 
applied in cases of conspiracy in restraint of trade. Whether prices at a given 
time have been reasonable or unreasonable is not the question into which they 
have found it necessary to make minute inquiry in ascertaining whether or not 
agreements have been against the public interest. The prime question was stated 
by Mr. Justice Anglin, later Chief Justice Anglin, in his judgment in Weidman 
v. Shragge. He said: 

“the prime question certainly must be, does it [the agreement alleged to be in con- 
travention of section 498 of the Criminal Codel, however advantageous or even 
necessary for the protection of the business interests of the parties, impose im- 


proper, inordinate, excessive, or oppressive restrictions upon that competition the 
benefit of which is the right of every one.” () ‘ 


(4) (1912) 46 Can. S.C.R., 42-43. 
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In the same case the law was further interpreted by the present Chief Justice 


of Canada, Sir Lyman P. Duff, in the following paragraph which has been cited 
In later judgments: 


“The particular sub-section with which we are concerned was plainly intended to 
protect the specific public interest in free competition. In applying the section the 
public Interest in freedom of contract in commercial matters, and especially in freedom 
of disposition by the individual of his own labour and skill and in freedom of dealing 
in private property, must, of course, be kept scrupulously in view; otherwise there might 
conceivably be some risk of ultimately defeating the objects of the enactment by 
depriving the legitimate commercial energies of the country of some of their important 
incentives. But giving full effect to these considerations, I have no hesitation in holding 
that as a rule an agreement having for one of its direct and governing objects the estab- 
lishment of a virtual monopoly in the trade in an important article of commerce through- 
out a considerable extent of territory by suppressing competition in that trade, comes 
under the ban of the enactment.” (1) 


Mr. Justice Mignault similarly stated in Stinson Reeb Builders Supply Com- 
pany v. The King, in 1929: 

“Tt may be emphasized here that the advantage thus obtained by the manufacturers 
and dealers of the association is not the proper test. What is the true test was laid 
down by this court in Weidman v. Shragge as above stated. Injury to the public by 
the hindering or suppressing of free competition, notwithstanding any advantage which 
may accrue to the business interests of the members of the combine, is what bring an 
agreement or a combination under the ban of section 498 Cr. C.”(2) 


He indicated what he meant by “injury to the public” in this case by stating, in 
the sentence immediately following, that ‘This injury is shown by what occurred 
in January, 1925.” What occurred in January, 1925, was the formation of an 
association which was later charged with operating in restraint of trade and the 
members of which were convicted without reference to the actual prices which 
were fixed. 

In this inquiry the agreements which form the basis of the operations of the 
two combinations, Container Materials, Limited, and Shipping Case Material 
Manufacturers Association, have been examined in detail, together with the 
minutes and other records of both organizations and various records of the firms 
which comprise them and are associated with them. Testimony of representa- 
tives of these firms has been heard and is recorded in approximately twenty-five 
hundred pages of evidence. Having considered this documentary and oral 
evidence, it is my conclusion that both these associations have operated and are 
likely to operate to the detriment and against the interest of the public and are 
therefore combines within the meaning of the Combines Investigation Act. 

In my opinion the following have been parties to the first combine mentioned 
above, described as Container Materials, Limited, and have knowingly assisted 
in its formation or operation: 


Shipping Containers, Limited, Montreal, P.Q. 

Standard Paper Box, Limited, Montreal, P.Q. 

Martin-Hewitt Containers, Limited, Peterborough, Ont. 
Canadian Wirebound Boxes, Limited, Toronto, Ont. 

The Corrugated Paper Box Company, Limited, Toronto, Ont. 
Gair Company, Canada, Limited, Toronto, Ont. 

Hinde and Dauch Paper Company of Canada Limited, Toronto, Ont. 
Hygrade Corrugated Products, Limited, London, Ont. 
Hilton Brothers, Limited, Winnipeg, Man. 

Martin Paper Products, Limited, Winnipeg, Man. 

Canadian Boxes, Limited, Vancouver, B.C. 


(1) (1912) 46 Can. 8.C.R., 36-37. 
(2) 1929 Can. 8.C.R., 280. 
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Maritime Paper Products, Limited, Halifax, NS. 

Wilson Boxes, Limited, Fairville, N.B. 

Dominion Corrugated Paper Company, Limited, Toronto, Ont. 

O. and 8. Corrugated Products Company, Toronto, Ont. 

G. W. Hendershot Corrugated Paper Company, Limited, Hamilton, Ont. 
Kraft Containers, Limited, Hamilton, Ont. 

Superior Box Company, Limited, Kitchener, Ont. 


Container Materials, Limited, Toronto, Ont. 
H. J. Badden, President and Secretary-Treasurer, Container Materials, Limited, 
Toronto, Ont. 


In my opinion the following have been parties to the second combine men- 
tioned above, described as Shipping Case Material Manufacturers Association, 
and have knowingly assisted in its formation or operation: 

Bathurst Power and Paper Company, Limited, Montreal, P.Q. 
Brompton Pulp and Paper Company, Limited, Montreal, P.Q. 

Gair Company, Canada, Limited, Toronto, Ont. 

Hinde and Dauch Paper Company of Canada, Limited, Toronto, Ont. 


Messrs. Hardy and Badden, Secretary-Treasurer, Shipping Case Material Manu- 
facturers Association, Toronto, Ont. 


Yours faithfully, 


F. A. McGREGOR 
Commissioner, Combines Investigation Act. 


ANNEX I 


FORM OF PURCHASE AGREEMENT BETWEEN CONTAINER MATERIALS, 
LIMITED, AND EACH QUOTA MEMBER, SEPTEMBER 1, 1931 


THIS AGREEMENT made this first day of September, 1931 
BETWEEN : 


CONTAINER MATERIALS LIMITED 


hereinafter called the “Company” 
OF THE FIRST PART 
—and— 


hereinafter called the “Manufacturer” 
OF THE SECOND PART 


Wuerras the Company is a sales organization and proposes to conduct an educational 
campaign to promote and endeavour to increase the use of corrugated and or solid fibre 
board products and will also, if deemed advisable, carry on a general advertising campaign, 


AND wHerREAS the Company proposes to conduct an active sales policy to further the 
use and consumption of the said corrugated and or solid fibre board products, 


Anpd wuHerEas the Manufacturer is a manufacturer of corrugated and or solid fibre 
board products and is desirous of disposing of as large a proportion of its capacity output 
as is possible in order to operate its plant efficiently and economically. 


Now THEREFORE, in consideration of the premises the Parties hereto agree each with 
the other as follows: 


1. This Agreement shall come into force as of the 1st day of September, 1931, and shall 
continue in force until the 31st day of December, 1934, and unless terminated by written 
notice of intention to terminate to be given by either of the parties to the other party 
in writing deposited in His Majesty’s Post Office addressed to the other party, registered 
post prepaid, at least six months prior to the 31st’ of December, 1934, shall continue 
in force and effect_until the 31st day of December, 1937. 


2. The Company agrees that it will purchase from the Manufacturer between Septem- 
ber Ist, 1931, and December 31st, 1931, corrugated and or solid fibre board products to 


the value of —————— and annually thereafter corrugated and or solid fibre board 
products to the value of —————— subject always to the provisions of paragraph 10 
hereunder. 


3. Should the Company during the first period or the second period or any subse- 
quent period as herein defined sell more corrugated and or solid fibre board products than 
it shall have contracted to purchase from the Manufacturer and other manufacturers 
the Company shall in addition purchase from the Manufacturer an additional amount 
of corrugated and or solid fibre board products which will bear the same proportion to 
the total amount of the excess sold as the amount of corrugated and or solid fibre board 
products herein agreed to be purchased bears to the total amount of corrugated and 
or solid fibre board products agreed to be purchased by the Company from the Manu- 
facturer and other manufacturers. 


4. The Company shall pay to the Manufacturer for all corrugated and or solid fibre 
board products purchased by it prevailing market prices at the Manufacturer’s plant less 
agreed freight allowances and less 11 per cent. In construing this agreement “value” shall 
mean the prevailing market’ price at the Manufacturer's plant less agreed freight allow- 
ances; “first period” shall mean from September Ist, 1931, to December 3lst, 1931; “second 
period” shall mean the calendar year of 1932 and any subsequent period shall mean a 
calendar year. 

5. The Manufacturer agrees that during the currency of this Agreement it will not 
manufacture for or sell to any person, firm or corporation other than the Company, except 
as agent for the Company any corrugated and or solid fibre board products far use or 
resale within the Dominion of Canada. 
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6. The amount of corrugated and or solid fibre board products which the Company 
hereby contracts to purchase in any period shall be delivered over the entire period 
proportionately to the Company’s market. 

7. The Company agrees that in the event of it failing to purchase from the Manu- 
facturer the amount of corrugated and or solid fibre board products specified for same 
in first period mentioned in paragraphs 2 and 3 hereof it will pay to the Manufacturer 
5 per cent of the amount of such shortage and further agrees that in the event Oat 
failing to purchase from the Manufacturer in the second or subsequent periods the amount 
of corrugated and or solid fibre board products specified for such period in paragraphs 
2 and 3 hereof, it will pay to the Manufacturer 15 per cent of the amount of such shortage 
and such sum shall be accepted by the Manufacturer as full compensation for the failure 
of the Company to purchase the stated amounts of corrugated and or solid fibre board 
products. 

8. All corrugated and or solid fibre board products purchased by the Company from 
the Manufacturer during the first period in excess of the amount provided for in para- 
graphs 2 and 3 hereof shall be supplied by the Manufacturer at the prevailing market 
prices at the Manufacturer’s plant less agreed freight allowances less 11 per cent, and 
less 5 per cent of such prevailing market prices after deducting agreed freight allow- 
ances, and all corrugated and or solid fibre board products purchased by the Company 
from the Manufacturer in the second or subsequent periods in excess of the amount 
provided for in paragraphs 2 and 3 hereof shall be supplied by the Manufacturer at the 
prevailing market prices at the Manufacturer’s plant less agreed freight allowances less 
11 per cent and less 15 per cent of such prevailing market prices after deducting agreed 
freight allowances. 

9. The Manufacturer covenants and agrees that it will fill with corrugated and or 
solid fibre board products manufactured in its own plant all orders given hereunder within 
a reasonable time after such orders are received and should the Manufacturer fail to do 
so the Company shall to that extent be relieved from its obligation to purchase cor- 
rugated and or solid fibre board products from the Manufacturer. 


10. The amounts of corrugated and or solid fibre board products which the Company 
agrees in paragraph 2 hereof to purchase from the Manufacturer shall be adjusted at 
the end of the second and each subsequent period as follows: should the amount actually 
purchased by the Company from the Manufacturer in a period vary from the amount 
which in paragraphs 2 and 3 hereof the Company has contracted to purchase from the 
Manufacturer in such period, the amount which the Company has hereby agreed to pur- 
chase from the Manufacturer in the succeeding period shall be increased by 25 per cent. 
of such variation if upwards or decreased by 25 per cent of such variation if downwards. 


11. There shall be a monthly adjustment between the Company and the Manu- 
facturer and for the purpose of such monthly adjustment it is agreed that the Company 
shall take monthly from the Manufacturer the same proportion of the goods hereby 
contracted for as the Company’s total sale of goods for such month bears to the total 
amount of goods contracted for by the Company with the Manufacturer, and all other 
Manufacturers with whom it has contracts. Settlements shall be made on the 15th of 
the following month when payments adjusting shall be made. 

12. In the event that the parties hereto are unable to agree upon “prevailing Market 
Prices at the Manufacturer’s plant less agreed freight allowances” and any terms of 
any purchase the matter shall be referred to arbitration by a Board of three arbitrators 
to which each of the Parties hereto shall appoint one arbitrator who shall jointly select 
a third. The decision of any two arbitrators shall be final and binding on both parties 
and there shall be no appeal therefrom and the costs and expense of such arbitration 
shall be apportioned as the arbitrators may determine. 

13. The Manufacturer agrees to give the officers of the Company or any agent or 
servant thereof free access at any time to their plant, books and records of every kind, 
including stock sheets and inventories for the purpose of enabling the Company to satisfy 
itself that the conditions of this Agreement are being fulfilled by the Manufacturer. 

14. The Manufacturer agrees forthwith to deposit with the Company the sum of 

(which sum will be increased from time to time by reason of the Company 
holding moneys to the credit of the Manufacturer as provided in paragraph 4 of a 
certain agreement of even date herewith between the parties hereto) to guarantee the 
observance by the Manufacturer of the terms of this agreement. Should the Company 
claim that there has been a breach by the Manufacturer or the Manufacturer claim 
that there has been a breach by the Company of any of the terms of this agreement 
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or should any other question or dispute arise between the parties with reference to any 
Matter or thing arising out of or in connection with this agreement which shall not 
have been settled by the parties between themselves within ten days from the time 
When such question or dispute arose then except as provided in paragraph 12 hereof 
such claim or question or dispute shall be referred for determination to Messrs. Hardy 
and Badden, who acting as experts and not as arbitrators shall determine whether or 
not a breach has occurred and the damage suffered by either party in consequence thereof 
and decide any other question or dispute aforesaid and make such direction for the 
purpose of giving effect to such decision as they may consider appropriate. Such deter- 
mination or decision shall be made within thirty days and shall be final and binding 
upon the parties and any such direction so made for the purpose of giving effect to 
Such decision shall be obeyed by the parties. In the event that upon any such reference 
as aforesaid damages shall be awarded against the Manufacturer, the amount thereof 
may be deducted from the security deposited by the Manufacturer and the Manufacturer 
shall forthwith deposit with the Company an amount equal to the amount so deducted. 
In the event of any such damages being awarded as aforesaid against the Company 
it shall pay the amount thereof to the Manufacturer within ten days from the date of 
such award being made. Particulars of any and all claims, questions or disputes referred 
for determination as hereinbefore in this paragraph provided and the amount of damages 
(if any) awarded in respect of any breach of this agreement shall be placed before the 
board of directors of the Company at the first meeting following the date on which 
any such claim, question or dispute was decided and or award made. 


15. The Manufacturer covenants and agrees that during the currency of this agree- 
ment it will not without the consent of the Board of Directors of the Company, (which 
consent shall not be unreasonably withheld) sell or rent any part of its plant or equip- 
ment to any person, firm or corporation for the purpose of manufacturing corrugated 
and or solid fibre board products and any sale or lease of such plant or equipment shall | 
contain a provision restricting the use to which such plant or equipment may be put 
during the currency of this agreement to some purpose other than the manufacture of 
the said corrugated and or solid fibre board products, provided that nothing in this 
paragraph shall be deemed to prevent a sale or lease if the Purchaser or Lessee agrees 
with the Company and the Manufacturer to become substituted for the Manufacturer 
under this Agreement and certain other agreements between the Manufacturer and the 
Company of even date herewith, and also executes such further Agreements as may be 
necessary to give effect to this proviso. 

16. The Manufacturer further covenants and agrees that if, during the currency of 
this agreement it or any of its officials either directly or indirectly becomes associated 
with or financially interested in, any person, firm or corporation not ‘a party to an agree- 
ment with the Company similar in terms to this Agreement, engaged or to become 
engaged in the manufacture or sale of corrugated and or solid fibre board products, the 
provisions of this Agreement shall extend to such operations and the corrugated and or 
solid fibre board products manufactured or sold by such person, firm or corporation shall 
be deemed to be corrugated and or solid fibre board products manufactured and sold 
by the Manufacturer for all purposes of this Agreement. 

17. In the event of strikes, fires, plagues, earthquakes or acts of God intervening during 
the currency of this Agreement which are in the opinion of the Board of Directors of 
the Company of sufficient importance to warrant such action, the Company shall be 
entitled to cancel this Agreement by a two-thirds vote of the Board of Directors. 


Tris AGREBMENT shall enure to the benefit of and be binding upon the Parties hereto, 
their heirs, executors, administrators, successors and assigns. 


IN wiITNEsss wHEREOF the Parties hereto have hereunto affixed their Conporate Seals 
attested by the hands of their proper officers in that behalf. 


SicNep, SEALED AND DELIVERED CONTAINER MATERIALS LIMITED 
In the presence of 


by 


es by 


ANNEX II 


FORM OF AGENT AGREEMENT BETWEEN CONTAINER MATERIALS, 
LIMITED, AND EACH QUOTA MEMBER, SEPTEMBER 1, 1931 


THIS AGREEMENT made this first day of September, 1931 
BETWEEN : 


CONTAINER MATERIALS LIMITED 


hereinafter called the “Company” 
OF THE FIRST PART 
—and— 


hereinafter called the “Agent” 
OF THE SECOND PART 


Wuereas the Agent is a manufacturer of corrugated and or solid fibre board products, 


AND WHEREAS the Company has contracted to purchase from the Party of the Second 


Part its entire output of same up to at least ————— in 1932 and annually thereafter, subject 
to adjustment, 


Tuis AGREEMENT WITNESSETH as follows: 


1. This Agreement shall come into force as of the first day of September, 1931, and shall 
continue in force until the 3lst day of December, 1934, and unless terminated by written 
notice of intention to terminate to be given by either of the Parties to the other Party in 
writing deposited in His Majesty’s Post Office addressed to the other party, registered post 
prepaid, at least six months prior to the 3lst day of December, 1934, shall continue in force 
until the 31st day of December, 1937. Provided always that if a certain agreement dated the 
lst day of September, 1931, and made between the parties hereto shall continue in force after 
the 3lst day of December, 1934, this agreement shall automatically continue in force until 
the 31st day of December, 1937, but if the said agreement shall terminate on the 3lst day of 
December, 1934, this agreement shall automatically terminate on the last. mentioned date. 


2. The Company hereby appoints the Party of the Second Part its agent for the sale 
within the Dominion of Canada of corrugated and or solid fibre board products manu- 
factured by the said Party of the Second Part and contracted for by the Company. The 
Company authorizes the Party of the Second Part to sell all such products manufactured 
by it for which it shall obtain orders from its customers. Notwithstanding, anything in the 
sald agreement of even date herewith all corrugated and or solid fibre board products manu- 
factured by the Agent and contracted to be purchased by the Company shall be at the sole 
risk of the Agent as regards loss or damage by fire or other hazard. 


3. The Agent shall sell corrugated and or solid fibre board products manufactured by it. 
and contracted for by the Company at the Company’s re-sale price thereof and shall 
retain for its own use as commission on such sales 10 per cent of such re-sale price. 


4. The Agent shall be entitled to receive from the Company as a further or overriding 
commission the same proportion of the net profits of the Company in each calendar year as 
the amount of corrugated and or solid fibre board products of the Company sold by the 
Agent is of all such products sold by the Company in such year. This additional commis- 
sion shall be calculated at the end of each calendar year at which time it shall be placed to 
the credit of the Agent in the books of the Company but the same shall become due and be 
payable to the Agent only upon the termination of this agreement. Until paid to the agent 
such amount or amounts shall be held by the Company and added to the amount referred 
to in paragraph 14 of a certain agreement made between the Agent and the Company 
dated September 1st, 1931, and the fund so created shall be subject to all provisions of the 
said paragraph. 


94 


ANNEX II. FORM OF AGENT AGREEMENT 95 


5. The Agent shall invoice all corrugated and or solid fibre board products sold by it 


pursuant to this Agreement, shall make all collections, assume and be liable for all credit 
risks and make all deliveries. 


i 6. The Agent shall send full reports of all sales made by it of corrugated and or solid 
re board products contracted for by the Company to the Company monthly. 


7. The Agent has deposited with the Company pursuant to the agreement dated the Ist 
day of September, 1931, hereinbefore referred to the sum of ——————— to guarantee the 
observance by the Agent of the terms of the said agreement and of this agreement. Should 
the Company claim that there has been a breach by the Agent or the Agent claim that 
there has been a breach by the Company of any of the terms of this Agreement or should 
any other question or dispute arise between the parties with reference to any matter or 
thing arising out of or in connection with this agreement which shall not have been settled 
by the parties between themselves within ten days from the time when such question or 
dispute arose then such claim or question or dispute shall be referred for determination to 
Messrs. Hardy and Badden, who, acting as experts and not as arbitrators shall determine 
whether or not a breach has occurred and the damage suffered by either party in consequence 
thereof and decide any other question or dispute aforesaid and make such direction for the 
purpose of giving effect to such decision as they may consider appropriate. Such deter- 
mination or decision shall be made within thirty days and shall be final and binding upon 
the parties and any such direction so made for the purpose of giving effect to such decision 
shall be obeyed by the parties. In the event that upon any such reference as aforesaid 
damages shall be awarded against the Agent the amount thereof may be deducted from the 
security deposited by the Agent and the Agent shall forthwith deposit with the Company an 
amount equal to the amount so deducted. In the event of any such damages being awarded as 
aforesaid against the Company it shall pay the amount thereof to the Agent within ten 
days from the date of such award being made. Particulars of any and all claims questions or 
disputes referred for determination as hereinbefore in this paragraph provided and the 
amount of damages (if any) awarded in respect of any breach of this agreement shall be 
placed before the board of Directors of the Company at the first meeting following the date 
on which any such question or dispute was decided and or award made. 


8. Provided, and it is further agreed that if the Agreement dated September Ist, 1931 


referred to in paragraph 7 hereof is terminated, the Company will return to the Agent the 
deposit referred to in paragraph 7 hereof. 


IN WITNESS WHEREOF the Parties hereto have affixed their corporate seals attested by 
the hands of their proper officers in that behalf. 


CONTAINER MATERIALS LIMITED 


SIGNED, SEALED AND DELIVERED 
In the presence of by 


by 


ars | tiles er ah pith tie) eta Me a 
ae Rar ae ce alsin “vomuthani at 
i Nba ry Woda \eesgeam Wate 
Tonk: Sago vay fi tntes vires: 
Re. tS sat he ata ate i a ot ¢: 
| aes elnial! teem iit "Ke ‘eo why 4 hat 
" baat Sek age Woiarhaere-ciNh isu i + ight 
ry, wey he Na ras | Yat’ ea: tiv WHEAT » ¥ ie 
rill Ny ‘ea yi bias ba igit plist! iris estas, we i 
fa (OD TMEE > patie ess tN aya we , WA din en hs oe bes dnd 
ia eh viata Aan: KOO aes seen HL Kits a qunih ie ant We 
| rer eAdiate Drei ay eat page ih it i eeu ASM 
vat ENE in yi we ot Ho Whe vit we niet Wahi eit fiat’ Raed 
wild ded’ eked. Oe eotad palg) bier at aft tanehh, we. ecibendsgy 
cafes ~Ceige cadvoebagoeneted rrabteukde, nist Mabe ena qutoeoRe) pte: 
‘groves persbibtel “Hoge Fey’ Wel lade, bed ERT, Deda lirics rihbooets ne ° 
rectootyartona 27 NST awl Anentry weld wh, snkvencnt ru stilton) 
Mite ate) Weer 1 TR ye WERE | 64th Leh Sen wu AK ‘et etlite 
bit “ints i q EC ered) AC (eth 4) Sethe jam salt vai 
; eee Le Vib iy ne ‘ PE PB) ‘ha " Pe haan: Bayi i at Poe: 
Ay ssovetely Aa MY u a ii va iy “ra yt ios Blais) 
Sh aid ny C/T), OSE HE ING IS 
Oe Cm a nid PEE hah ‘sath, 
Buive Hate oeY. Oe eG cach EEA au sae uh 
9 BUNT he} aw. Viet, toa ash Mi teeny 3h My 
: Hives CNet LS Hat We wa 7 wt @ rar wh + athe ie 


rev ake 0 ee A 
MER | ARR eR ROT at) Mette p TODA aie lnc a tin ee ai ee 
ae: (ie my Gaey NE ae a a 4 Pedy tt i vet Troi Seeley Ay die re ; 

"7 , J N et 

pad 


Hy. teh Pet 0 Atlee ean 


iy on pits ay wi +) a 
Ae See CONE ere Mn tira iad a (hae, a MP Ge 
4 : i ac sec aA Gah aaah sada a ‘Oe 
A ey hs ee ; i iy 1% bough Dg wi ate ‘apie 
GFR WTC AALAND. HALA CHO Pe ue ‘Sas 


REY et er etme we Ln vp Ibi 


yyy Merk, Pie ee ray Vhs ee Rae li i ah i, i af iW Ba his ry aN Rs a a 
AL ee eae Hy 4 oe ms ri ead ‘i sidiysi We Wray tution os 
Wire , { A 4 ¥? thi CAE Pda! Nd ALY :. ne 


ley | oe ee v #i misting 
iit ; hd tae gee } 4) 4 vara ; 1 ane) ; ie vege : 


ae 
Fy y P 4 ; del =): ) Ave at i, My a ite "LU ae aie Ye 4, et dir 
wtriudind- Bee by BRAG al eee eat “We te ol ho ee ee 
bite oA i ct shia eee 
: Y i “* ‘ i : Vg ian : 
Tater 4} PAE at tine Ra. WSR AN: f tee tr ti dhe yore " i) 
4, # ‘ PIR EE YO 4 dete rh err ate i % 
| caret Ys Weta bel iia Ss ky faa pr Agha 
7 4f is Oddy oe ; id 1 ify bi 4 iy 4 } 1 | ' ‘are y i‘ aye) i yy ay i 8M 
Th EL 194 iA y eet itt ere ae leh! | Wi Ta RR) Ae whe \ ruil ie 
biter ho! Mee, Audet to tbe ows) a tink 4 or Dayi ee ey | ce 
: i" lg ve : avy 
Meare fi te, horas wt Wg bp tlre. Rare Wein ip Ea Pans) fy a . 
: oa ars 4 He ,) \ fl Wy wie. Aa Mile 
a? et AAR SAR eR) AN, Were TR) TLR TR OA) Sila cite, \ vh¥ wel eye ors 
A, Vii ahaa | 2 yin bh eg bis sie Ro 
lk TPR ara? ire are Tax y Fr At Pan. Cah re vial Papal aliatk ad 


hy a is Ate ee i ye 


rh ted, Bh ats ae SIAL 
F . j ; LA a ie sik een ia on ay 
» ; i ae A ee im ir fe 
ae ae Deen mie ne 


